INTERIOR DEPARTMENT APPROPRIATIONS FOR 1952 


WEDNESDAY, MAY 30, 1951 


Unirep States SENATE, 
Subcommittee of the Committee on Appropriations, 
Washington, D. C. 
The suhcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Carl Hayden (chairman of the subcommittee) 
presiding. 
Present: Senators Hayden, Ellender, and Young. 


SOUTHWESTERN POWER ADMINISTRATION 


STATEMENT OF FRANK M. WILKES, PRESIDENT, SOUTHWESTERN 
GAS & ELECTRIC CO., SHREVEPORT, LA. 


DUPLICATION OF TRANSMISSION LINES, MISSOURI 


Senator Haypgn. The committee will come to order. 

Mr. Wilkes. 

Mr. Wiikes. Mr. Chairman, my name is Frank M. Wilkes. I 
reside in Shreveport, La., and I am president of the Southwestern Gas 
& Electric Co. I want to thank you and the other members of this 
committee for giving us a postponement from the 21st until today. 
We especially appreciate your giving us your time on this holiday to 
be heard. We want to be as brief as we can. If you have any questions 
to ask, we will be glad to answer them. The first one of our repre- 
sentatives is Mr. Don McKee, president of the Empire District 
Electric Co., Joplin, Mo. 


STATEMENT OF D. C. McKEE, PRESIDENT, EMPIRE DISTRICT 
ELECTRIC CO., JOPLIN, MO. 


PROPOSED CONSTRUCTION OF TRANSMISSION LINE IN SOUTHWEST 
MISSOURI AND SOUTHEAST KANSAS 


Senator Haypgen. Mr. McKee, you have a prepared statement all of 
which will be placed in the record. We cannot reproduce the map 
with the colored lines, but the rest of the statement will be included. 
If you want to high light it for us, we will appreciate it. 

(The statement referred to is as follows:) 


STATEMENT OF D. C, McKeeg, Presipent, Emprre District Evecrric Co., 
Jopuin, Mo. 


My name is D. C. McKee. I am president of the Empire District Electric Co. 
‘referred to in this statement as Empire), which has its principal office in Joplin, 
Mo., where I reside. 

The Southwestern Power Administration is proposing to construct or acquire, 
through funds obtained by direct appropriation, or by the leasing of facilities to 
be constructed through loans by the Rural Electrification Administration to 
supercooperatives, a duplicating transmission network with steam-plant facilities 
in western Missouri and eastern Kansas, estimated to cost $43,536,000, which are 
shown on the attached map. This system comprises 2,157 miles of transmission 
line and 55,000 kilowatts of steam-plant capacity. 
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At this time, SPA is requesting an appropriation for $1,560,000 to supplement 
& previous appropriation for $2,936,000, to be expended on what is designated 
as the western Missouri project. This project is a part of the system mentioned 
above. The leasing of transmission lines by SPA from the supercooperatives, 
and the acquisition of the output of the steam plants constructed by the super- 
cooperatives, are made possible through the use of a $300,000 continuing fund, 
which was intended by the Congress to be used for emergency purposes only. 

I appear in opposition to the present request for $1,560,000 to build trans- 
mission lines in the service area of Empire in Missouri. I also oppose the expendi- 
ture of $2,936,000 previously appropriated by the Eighty-first Congress for these 
same lines, and I advocate that these appropriations previously authorized for 
this purpose be withdrawn, thereby saving a total of $4,496,000. I also advocate 
that the $300,000 continuing fund be limited to the emergency purposes for which 
it was originally represented to be used. I further urge that the committee 
instruct SPA to negotiate with Empire and other companies appropriate con- 
tracts, which will permit the marketing of the power produced at Government 
hydro projects over the existing systems, and thus eliminate this needless waste 
of taxpayers’ money. I make these recommendations to the committee for the 
following reasons: 

1. Actual construction of the western Missouri project has not started, and, 
therefore, the denial of additional appropriations would pot occasion any loss. 

2. Empire and the neighboring companies have the transmission facilities 
necessary to transmit power from the Government hydro projects throughout 
the area, without the need of constructing additional lines. If additional lines 
are needed in the future, Empire and the other companies are in a position to 
construct them. 

3. All of the customers in the area proposed to be served by the SPA/REA 
transmission program are now receiving service, with provision made to take 
eare of their future growth, or are in a position to receive service from the lines of 
the companies. 

4. Empire has consistently endeavored to negotiate a contract with the Gov- 
ernment, whereby Government power can be distributed to preferred customers 
utilizing Empire’s transmission facilities. Empire has been refused the oppor- 
tunity to negotiate such a contract. 

5. If the Government will negotiate reasonable wheeling contracts with Empire 
and neighboring companies, all of the preferred customers can be served at Gov- 
ernment rates without the investment of any money either by SPA or REA 
supercooperatives. 

EMPIRE’S TERRITORY AND FACILITIES 


The Empire District Electric Co. furnishes electric light and power in 24 
counties where the States of Missouri, Kansas, Oklahoma, and Arkansas converge. 
Empire’s power plants aggregate 119,700 kilowatts in capacity, and it has ordered 
an additional 40,000-kilowatt turbine-generator. There is submitted herewith 
a map which shows the location of the power plants and the principal transmission 
facilities of Empire, and a portion of the adjoining utility systems in Missouri 
and Kansas, and Empire’s interconnections with other power companies. The 
map shows the communities served and, by the use of blue dots, indicates the 
points of delivery where rural electric cooperatives are now receiving service, and 
the points of delivery where service has been requested and service has been 
offered under contracts which have been before the cooperatives for execution for 
nearly a year. Imprinted on this map are red dotted lines showing the western 
Missouri project to be constructed by Southwestern Power Administration in 
Empire’s territory. The solid red lines show the proposed lines of KAMO 
Electric Cooperative, Inc., to be built in Missouri and Kansas, the lines of the 
Northwest Electric Power Cooperative, Inc., and a portion of the lines of the 
Central Electric Power Cooperative, Inc., all to be built with REA funds and 
leased to Southwestern Power Administration. (These cooperatives are referred 
to as supercooperatives, in order to distinguish them from the local REA dis- 
tribution cooperatives, which extend service to farms.) 


EMPIRE IS INTERCONNECTED WITH OTHER POWER SYSTEMS AND GOVERNMEN! 
HYDRO PROJECTS IN SOUTHWEST 


Empire’s system is interconnected to the south with that of the Arkansas 
Power & Light Co., through a 154,000-volt transmission line of 50,000-kilowatt 
capacity, shown in blue on the map submitted, which is routed by way of Norfork 
Dam and Bull Shoals Dam. Its system is interconnected with the other major 

ower systems from Nebraska to the Gulf. These interconnected companies 
ave scheduled for completion during the period 1951-53 additional power-plant 
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capacity of more than 1,800,000 kilowatts. This is in addition to any power 
capacity which may be developed by Government hydro projects. The coordi- 
nated interconnection of the major companies in the Southwest assures that all 
power resources, wherever developed in the region, are made available to all power 
users in the area, without the building of any lines by the Government, with the 
exception possibly of a few short lines from the reservoir projects to the nearest 
point of the interconnected companies’ system. Through Empire’s integration 
with this interconnected system, any hydro power developed can immediately be 
put into Empire’s system and made available to preferred customers now being 
served by Empire, without the construction of any transmission lines by the 
Government. Future load growth or load developments might necessitate the 
construction of other lines, which as of now cannot be prudently forecast. If 
such loads develop, Empire can and will build these lines as a part of its trans- 
mission system. 


THERE IS NO POWER SHORTAGE IN TERRITORY SERVED BY EMPIRE 


Every municipality and industry in Empire’s service area has available an 
adequate, dependable, and economical supply of electricity. 

In addition to the requirements of the retail customers in the area, Empire 
supplies power to several other private companies and municipalities for resale. 
It supplies 6 cooperatives at 18 different points of delivery. Contracts have been 
offered by Empire for three other points of delivery to these cooperatives. All 
of the increased growth of the cooperatives has been cared for, and in Empire’s 
construction program, the future growth of these cooperatives has been provided 
for. No cooperative on Empire’s system has been short of power. There has 
been no curtailment of power by Empire, nor has power been rationed or voltage 
been reduced due to lack of power. There has never been a complaint by any 
cooperative to any regulatory body relative to rates or service. The construction 
of lines by the distribution cooperatives to serve additional farms has never 
been delayed by lack of adequate power supply. 


EMPIRE HAS ENDEAVORED TO NEGOTIATE CONTRACTS WITH GOVERNMENT TO 
TRANSMIT ITS POWER OVER EMPIRE’S LINES 


In the 1949 session, there was presented to the Eighty-first Congress a 


$30,000,000 plan of the Southwestern Power Administration, as a part of the 
$200,000,000 comprehensive plan, for a network of transmission lines in the 
Southwest for the purpose of distributing Government hydro power to preferred 
customers under the Flood Control Act of 1944. The Congress granted SPA an 
appropriation to start the program. However, during the consideration of the 
bill, strong representations were made that this appropriation was being granted 
only as a “club” to enable the Administrator to make favorable contracts with 
the power companies in the area. When the appropriation was being considered, 
the policy of the Senate was indicated by the senior Senator from Arizona 
(Mr. Hayden) who, in speaking of a letter written to him dated August 22, 1949, 
by Mr. Douglas G. Wright, Administrator of the Southwestern Power Admin- 
istration, said (Congressional Record, August 23, 1949, at p. 12252): 

“T want to state what I understand Mr. Wright has committed himself to do, 
beyond any question, in this letter. He has agreed that if preferred customers of 
the Government located within the territory of a private utility apply to him for 
power he will contact the private utility and say, ‘If you will wheel power to these 
Government customers on the same basis as that on which power is now wheeled 
by the Texas Power & Light Co., you will get a contract to do that, and the 
Southwestern Power Administration will not build any transmission lines in your 
territory.’ The private power company will have an option of performing the 
wheeling service or not. If the company says, ‘We are ready, able, and willing 
to build the required transmission lines,’ or ‘We already have them,’ then it will 
get a contract. If they say, ‘We do not care to serve your customers,’ the South- 
western Power Administration will then be provided with the money with which 
to build transmission lines and to serve the preferred customers. But we do 
expect, Mr. Wright, to make a sincere effort, and we do expect the power compa- 
nies, in accordance with the representations they have made, to accept that kind 
of offer. * * * As chairman of the subcommittee handling the appropriation 
bill, 1 am going to hold Mr. Wright responsible for carrying out the pledge which 
he has made. He ends his letter by saying: 

“As I advised your committee, it is our intention to continue our efforts in 
negotiations with the companies to arrive at reasonable arrangements for the 
maximum utilization of the existing facilities wherever possible, and it will not be 
our policy to construct transmission jines whenever reasonable arrangements for 
the use of existing facilities can be made.’ 
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“By ‘reasonable arrangements’ we understand is meant an arrangement similar 
to, or upon the basic principles of, the Texas contract.” 

After the passage of the Department of the Interior appropriation bill, the 
Administrator of SPA informed the companies’ representatives, at a meeting in 
Tulsa on September 23, 1949, that he desired to negotiate contracts with the 
private utility companies in its area in three groups in the following order: The 
Oklahoma companies comprised the first group; the Arkansas, Louisiana, and 
southeastern Missouri companies, the second group; and Missouri Public Service 
Co. of Warrensburg, Mo., and Empire, and possibly others, the third group. 
Because of this statement, negotiations by Empire were held in abeyance during 
the negotiation of the Oklahoma contract. The negotiations with the Oklahoma 
companies resulted in a contract acceptable to the Administration and to them, 
which was approved by the Secretary of the Interior in July 1950. Upon learning 
of the approval of the Oklahoma contract, Empire wrote to the Administrator 
on August 18, 1950, seeking a date to start negotiations for a contract. Empire 
received a reply from the Administrator, dated August 23, 1950, denying Empire 
the opportunity to negotiate any form of contract. Jopies of these two letters 
are attached hereto. Missouri Public Service Co. likewise wrote to SPA indicat- 
ing its desire to negotiate a contract, and received a similar refusal. In the face 
of the apparent desire of the Congress that no lines be built where a company is 
willing to execute a wheeling contract, and in the face of Empire’s efforts to 
negotiate such a contract, the Southwestern Power Administration proceeded on 
@ program in Empire’s service area which will cost, through direct appropriation, 
a total of $4,960,000; and negotiated contracts ‘with REA supercooperatives, 
which require the outlay of an additional $38,576,000 of Government money 
for transmission lines and other facilities in Missouri and Kansas alone. 

I contend that the program of the SPA to build or lease transmission lines is 
contrary to the express desire of the Congress, and moreover, I contend that it 
is absolutely unnecessary, because the preferred customers in Empire’s area can 
receive Government power over Empire’s lines without the investment by the 
Government of a single dollar, if the SPA will enter into a contract with Empire 
to transmit power over Empire’s lines and facilities. The House of Representa- 
tives, after being informed of Empire’s efforts and SPA’s refusal to contract with 
Empire, adopted an amendment on May 2, 1951, prohibiting the expenditure of 
any of the 1952 SPA appropriations on the western Missouri project. 


DESCRIPTION OF PROJECTS REQUESTED BY SOUTHWESTERN POWER ADMINISTRATION 


In Southwestern Power Administration’s request for appropriations to the 
Eighty-first Congress, the projects for transmission lines and substations in 
Empire’s service area were designated as the southwestern Missouri project and 
the western Missouri project. The requests now being made are for funds in 
addition to the amounts provided in last year’s appropriations, and these lines 
and substations have been designated as western Missouri project. For conven- 
ience, the various subprojects are tabulated below, showing the total estimated 
cost, the 1951 appropriations, and those proposed for 1952, and the additional 
amounts necessary to complete the program. On the map submitted herewith, 
the various subprojects are indicated by the number used in the following 
tabulations: 
Western Missouri i 
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NO CONSTRUCTION WORK STARTED ON WESTERN MISSOURI PROJECT 


The appropriations previously authorized for the western Missouri project 
have not been spent. Evidently, orders have been placed for transformers, oil 
switches, and like materials. Efforts are under way to obtain right-of-way on the 
Mansfield-Springfield section, through negotiations or condemnation proceedings. 
The construction of pole lines has not been started. This project could be 
abandoned without any material loss to the Government. Orders for every item 
of equipment, such as transformers, oil switches, and like materials, are readily 
cancelable, because these materials are needed by the manufacturers to fulfill 
orders in other sections of the country. Pole-line materials, including copper or 
aluminum conductor, are vitally needed for other purposes, and since none has 
been used, these materials can be readily disposed of, if they have been pur- 
chased. Any contracts let to construct lines can be canceled through negotiation 
with the contractor, since none of the lines have been started. Under these cir- 
cumstances, no businessman would continue with a vast program just because he 
had received budget approval, after the project is found to be unnecessary. Any 
contention that the original appropriation of $2,936,250 would be lost to the 
Government if the project is not carried out now is fictitious. 


ANALYSIS OF SUBPROJECTS IN WESTERN MISSOURI PROJECT 


The following, is an analysis of the proposed subprojects, showing that they are 
unnecessary and unjustified: 


Mansfield-S pringfield line and substation 


Total estimated cost : Sa ad ores ene 842, 480 
Previously appropriated _ - - : sat has , 270, 475 
Now requested peso : 972, 000 
Additional to complete__.--..--- : eee 240, 005 


This section of the project is intended to construct a tie line between two trans- 
mission lines proposed to be built by Central Electric Power Cooperative and 
and Northwest Electric Power Cooperative (both supercooperatives), to be leased 
to SPA; and to provide substation facilities to supply the city of Springfield. 
This proposed tie line, as shown on the map as subproject No. 1, does not, in itself, 
connect up any power source to the city of Springfield, and would not be necessary 
even though the supercooperatives construct the transmission lines connecting 
with the Norfork and Bull Shoals hydro projects. In other words, whether or not 
the northwest and central lines are built, the tie line would have little or no use. 

It is not necessary for the Government to build any lines, either by the SPA 
or by the supercooperatives, in order to provide service to the city of Springfield, 
or to enable the Government to market its power to the city of Springfield. 
Empire has supplied the power requirements of the city of Springfield, in excess of 
the output of its own generating facilities, for 37 vears. It has fully met all the 
requirements contracted for with the city during this period. Service is supplied 
through three converging 66,000-volt transmission lines, with a fourth under 
construction, and Empire will build an additional 154,000-volt line into the 
Springfield area as soon as the growth in load warrants its construction. 

The city of Springfield and Empire executed a new contract on December 20, 
1948, in which Empire agreed to furnish any or all of Springfield’s power require- 
ments in excess of the city’s generation until 1960, at rates approved by the 
Federal Power Commission. Inherent in this contract is KEmpire’s obligation to 
build any additional facilities necessary for an adequate power supply for Spring- 
field. The city of Springfield, however, did negotiate a contract with SPA for 
10,000 kilowatts of power. With Empire’s four transmission lines into the city 
of Springfield, and with its 154,000-volt interconnection with Government hydro 
projects, the SPA could fulfill its contract with the city of Springfield, if SPA 
would contract with Empire to transmit the SPA power over Empire’s lines. If 
such a contract were made and, in the future, additional power were required 
beyond the capacity of Empire’s existing lines, Empire would build such addi- 
tional transmission lines into the Springfield area as would be necessary. 

While Springfield now has ample service from Empire, Springfield desires to 
buy SPA power because SPA power, being subsidized, would cost Springfield less. 
Empire has ample transmission facilities to Springfield over which the SPA power 
can be delivered, if SPA will contract for such delivery with Empire. Thus, 
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Springfield could have the rate advantages of SPA power, and the Federal Gov- 
ernment could be saved the investment necessary to make its own delivery. 

For these reasons, no portion of the previous appropriation or the present 
request is justified. 


Springfield-Carthage line and substation 


IRIE OI Se 2 he CG wae nmaewuee ce $1, 762, 795 
OES ae a ae eae 1, 165, 525 
PRIN NII le as oh GS aah cc gti wo se a ee ee eee a os 374, 000 
ene en awinodsewamabeeom 223, 270 


This proposed line is represented as necessary to serve the city of Carthage, 
Mo., the city of Lamar, Mo., and KAMO Electric Cooperative, Inc. 

Carthage, Mo., which is the terminus of this proposed line, has a municipal 
plant, and is presently connected for emergency service with Empire’s 66,000-volt 
transmission line, with a substation at the Carthage city limits to which three 
sources of supply are available. Empire has previously offered to provide any 
additional power that the city of Carthage might need. 

The city of Lamar has its own power plant. It is located on a main transmission 
line of the Missouri Publie Service Co., near the point where that company 
receives service from Empire. 

These municipalities have not contracted with SPA, but if they desire the rate 
advantages of subsidized Government power as preferred customers, the delivery 
of this Government power can be made over the transmission systems of Empire 
and Missouri Public Service Co., if SPA will make suitable wheeling contracts 
with these companies. 

In addition to the claim by SPA that it is necessary to spend $1,762,795 to 
extend service to the cities of Carthage and Lamar, it is further represented that 
this section of line is necessary to supply service to the KAMO Electric Coopera- 
tive, Inc., which is a supercooperative composed of 21 members in Kansas, Arkan- 
sas, Missouri, and Oklahoma. KAMO has an REA loan in the amount of 
$8,833,000 to build an 832-mile transmission network in southwestern Missouri 
and southeastern Kansas, the purpose of which, when leased to SPA, would enable 
SPA to serve, from the western Missouri project, the local distributing coopera- 
tives now served by Empire and adjoining companies. This network would only 
replace and duplicate in function the transmission systems of the companies now 
being used to serve these distributing cooperatives. Construction of this proposed 
832-mile KA MO network has not yet been started. 

In July 1950 in response to requests from the local distributing cooperatives 
already served by Empire, all of which are members of KAMO, Empire submitted 
new contracts for execution, for service to the cooperatives at all existing points 
of delivery and at all requested points of delivery, under terms which eliminate 
any features that cooperatives have claimed to be objectionable in power company 
agreements. Every requirement for power supply requested by the cooperatives 
for the next 10 years would be assured under the proposed contracts, at locations 
desired, and at a rate which, when applied to the quantities desired, would 
average 7 mills per kilowatt-hour. In these proposed contracts, provision has 
been made that, if a wheeling contract were executed between Empire and SPA 
these contracts would be canceled, and the cooperatives would become customers 
of SPA through Empire’s system. 

Since every distributing cooperative is receiving service from Empire’s lines 
at the same points of delivery as proposed by the KAMO transmission system, 
SPA can market its power to these distributing cooperatives at SPA rates, without 
the necessity for SPA or KAMO to spend any money for transmission lines, if 
SPA will negotiate a contract with Empire to wheel SPA power over Empire’s 
lines. 

CONTINUING FUND 


The Southwestern Power Administration has negotiated contracts with five 
supercooperatives in Oklahoma, Kansas, Arkansas and Missouri, whereby the 
supercooperatives, through REA loans, will build 115,000 kilowatts of steam- 
plant capacity and 3,578 miles of transmission lines, at a total estimated cost of 
$61,689,000. Under these contracts, the SPA will contract for the output of the 
steam plants for 40 years, and will lease the transmission lines for 40 years with 
the privilege of purchasing these lines. The expense of purchasing this steam 
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power and paying the fixed charges and operating and maintenance cost of the 
transmission lines is to be paid out of the $300,000 continuing fund granted to the 
SPA by the Congress, under representations that it was to be used as an emergency 
fund. 

Included in this vast REA/SPA program, there are 2,059 miles of transmission 
line and 55,000 kilowatts of steam-plant capacity to be installed in Missouri and 
Kansas. The principal portions of these transmission lines are indicated by the 
solid red lines on the attached map. 

The appropriation for the western Missouri project, estimated to cost $4,960,000, 
of which $1,560,000 is now under consideration, has no purpose unless this amount 
of $38,576,000 is spent by REA on its part of the program. In other words, there 
is a total of $43,536,000 proposed to be spent in a program, all of which this state- 
ment shows is unnecessary to market SPA hydro power, if the Government will 
negotiate ‘“‘reasonable arrangements’ with the companies in the area. For this 
reason, the $300,000 continuing fund should be limited to emergeney purposes, 
and the leasing of this vast system by the SPA from the supercooperatives should 
be stopped. 

REQUEST 

I respectfully ask: 

1. That the present request of the Southwestern Power Administration for 
appropriations be denied. 

2. That the committee take appropriate action to withdraw the previous appro- 
priations for lines and substations to be constructed in Empire’s service area. 

3. That the committee limit the use of the continuing fund to the emergency 
purposes for which it was originally intended. 

4. That the committee instruct the SPA to negotiate with Empire and other 
companies appropriate contracts, which will permit the marketing of the power 
produced at the Government hydro projects, and thus eliminate the spending of 
taxpayers’ money and the waste of critical materials. 


EXHIBIT A 


Tue Empire District Evecrric Co., 
Joplin, Mo., August 18, 1950. 
Mr. Dovetas G, Wriaut, 
Administrator, Southwestern Power Administration, 
Tulsa, Okla. 


Dear Mr. Wricut: At a meeting with you in Tulsa, Okla., September 23, 
1949, and at subsequent meetings, representatives of this company indicated its 
desire to enter into a contract with the Government which would enable the 
Administration to serve its customers in the service area of this company by the 
use of Empire’s facilities. 

At that time, you indicated your willingness to negotiate such a contract, but 
you expressed the desire to defer such negotiations until you had completed the 
contract with the Oklahoma utilities. 

Now that the contract has been made between the Administration and the 
electric utilities in Oklahoma, this company desires, as soon as practicable, to 
consummate a similar contract with the Government. 

We will appreciate it if you will designate a date when we can meet you in 
your office in Tulsa for this purpose. 

With kindest personal regards. 

Yours very truly, 
D. C. McKEE. 


Exuisit B 


DEPARTMENT OF THE INTERIOR, 
SoUTHWESTERN PowER ADMINISTRATION, 
Tulsa, Okla., August 23, 1950. 
Mr. D. C. McKes, 
President, the Empire District Electric Co., Joplin, Mo. 


Dear Mr. McKze: This will acknowledge receipt of your letter of August 18, 
1950, inquiring as to when it will be possible for your company to undertake 
negotiations with the Government in an endeavor to work out a contract for 
interchange of electric power and services similar to the contract which the 
Government has entered into with the Oklahoma companies. 
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Since September 23, 1949, when the Government undertook negotiations with 
the Oklahoma companies which lead to our present contractual arrangements 
with them, many factors have become known and considered, and a great deal of 
doubt and opposition has been expressed as to the workability of the type of 
arrangement which we have undertaken. These conditions have demonstrated 
beyond any possibility of argument that complete cooperation and coordination 
between the Government and the Oklahoma companies will be necessary if the 
contract is to operate successfully. 

The difficulties that must be overcome for the successful working of the contract 
are such that we feel that the arrangement should prove itself before any attempt 
is made to extend it to other areas. The plans which we propose for the advance- 
ment of our program in your area are such that we propose they be carried through 
irrespective of whether or not we ultimately develop contractual arrangements 
with you along the lines of the Oklahoma companies contract, and we have no 
requirements for service demanding that contractual arrangements be undertaken 
at this time. 

We believe the Oklahoma contract is going to work and this Administration 
proposes to do everything within its power to secure its success. When the 
contract has demonstrated beyond any doubt that it is a workable arrangement, 
and that it would be in the best interest of the Government to extend it to other 
areas in the Southwest, it would then seem only reasonable that we would be 
interested in undertaking negotiations with you. 

We deeply appreciate your expression of interest in cooperating with this 
Administration, and we hope our mutual efforts towards such cooperation will 
result in a coordinated arrangement for the best interests of all concerned. 

With kind regards, I am 

Sincerely yours, 
Dovetas G. Wriacut, Administrator. 


GENERAL STATEMENT 


Mr. McKesr. Mr. Chairman and members of the committee, I like- 
wise appreciate this privilege of being here today. Since I have filed 
a statement which I have endeavored to make complete, I only desire 
at this time to very briefly sketch it. In case I have not developed 
the point it will be because of the desire for brevity. I will be pleased 
to expand on any points which I mention. 


EXTENT OF LINES AND AMOUNT REQUESTED 


The Southwestern Power Administration is proposing to construct 
in southwest Missouri and southeastern Kansas a transmission line 
network involving over 2,000 miles of transmission lines costing over 
$43,000,000 and to acquire the output of some 55,000 kilowatts of 
steam-plant capacity. It is endeavoring to carry out this program 
through direct appropriations from the Congress to the Southwes 
Power Administration and through the acquisition of lines to be con- 
structed with funds from the Rural Electrification Administration 
loaned to supercooperatives and to acquire these lines through the use 
of a continuing fund which is a Department of Interior or South- 
western Power Administration appropriation. Of this total project 
of over 2,000 miles of line there are 100 miles, and about roughly 10 
percent of the total expenditure, to be constructed through direct 
appropriation. ‘That 100 miles of line has been designated in the 
Administrator’s request and in the budget as the western Missouri 
project. I am here today in opposition to this entire program in our 
section and opposing the ‘direct appropriation of funds for the western 
Missouri project. For your information, this is the particular project 
involved in the direct appropriation which was before the House of 
Representatives and was deleted under what is known as the Short 
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amendment. For the sake of brevity, I desire to tell you in a few 
words what our position is and then develop it. 


PROPOSED LINE DUPLICATION OF PRESENT FACILITIES 


Our company and our neighboring companies are serving completely 
the area proposed to be served by these lines. There is no one in the 
area not receiving service and the proposed lines of the Government 
only duplicate and take away customers who are now receiving service. 
Our company has adequate interconnections, with transmission lines 
from the Government hydro projects, namely, Norfork Dam in 
Arkansas and the Bull Shoals Dam which is under construction in 
Arkansas, and is interconnected with the Southwestern network 
which is adjacent to all of the other hydro projects under considera- 
tion. We can transmit this power over our lines, wheel it and serve 
all of the customers which are being proposed to be served here by 
this project. Our company and the Missouri Public Service Co., 
which adjoins us to the north, have consistently endeavored to nego- 
tiate, along with other companies, a contract with the Southwestern 
Power Administration. We have been denied this opportunity to 
negotiate a contract. While we have been denied this opportunity 
to negotiate a contract, efforts have been made to proceed with the 
construction of these proposed lines which we feel is contrary to the 
intent and desire of Congress. 

Senator ELLENDER. What do you mean by “having been denied’’? 

Mr. McKee. I am going to read letters into the record in regard to 
that, Senator. 1 am just summarizing here to give you the picture 
of what I endeavor to develop, if that is satisfactory to you. 

Senator ELLENDER. Yes. 

Mr. MeKer. If our companies could contract with the South- 
western Power Administration, all the preferred customers proposed 
to be served by this project can be served by the use of the companies’ 
lines. It would not be necessary for the Government to spend $1 for 
transmission facilities. There will be no funds lost to the Govern- 
ment if this project is stopped because there has been no actual con- 
struction work started in the field. The amount of money spent is 
insignificant. It is just for some right-of-way. Briefly, that is our 
position. 

We are serving the area. We can wheel the power. We have 
endeavored to negotiate and the project can be stopped without any 
material loss, as I said before. It is our contention that the project 
should be held up and we should have the opportunity to negotiate. 
In order to give you the full story of our operation, I have a map 
here. The Empire District Electric Co. serves in Missouri, south- 
eastern Kansas, northeastern Oklahoma, and northwest Arkansas. 
The solid blue lines on the map indicate the lines of our company. 
The broken blue lines are the lines of the Missouri Public Service 
Co. and two of the neighboring companies in Kansas. The blue dots 
which you see on this map are the points of delivery where our com- 
pany and the other companies are supplying the rural electrification 
distributing cooperatives in that area. We supply these cooperatives 
at every point of delivery on our system which they desire. The 
colored lines which you see show the proposed duplicating net work. 
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The yellow line is proposed to be built through funds of the REA and 
acquired by the Southwestern Power Administration from Bull Shoals 
dam up to Kansas City through our area. The green line goes from 
Bull Shoals dam to Jefferson City. These lines are to connect with 
steam plants to be built on the Missouri River—one near Jefferson 
City and one near Kansas City. The red lines are the third super 
co-op, known as KAMO. They only connect blue dots where we are 
now serving the distributing co-ops, supplying the same service which 
we are rendering, and that is a complete duplication. The western 
Missouri project, which is the 100 miles out of the 2,000 miles that 
the Southwestern Power Administration is going to acquire, is the 
line in broken red extending from Mansfield, Mo., to Springfield to 
Carthage, Mo. 

As I have stated, every customer proposed to be served by these 

colored lines or the broken lines is now being served. No new cus- 
tomer will be served by these lines. ‘The cost ‘of all these lines is some 
$43,000,000. The estimated cost in direct appropriation of the 
western Missouri project is some $5,000,000 in round figures. These 
Rural Electrification cooperatives have never been short of power, or 
has any other customer, in this area. There has never been a time 
that there has been any formal complaint or any complaint to any 
regulatory body by the cooperatives relative to quality of service, 
quantity ‘of service, or rates charged. We have served them since 
their inception. We have provided for their future growth, com- 
mitted ourselves to them for the next 10 vears for their estimated 
requirements. Therefore, | say this proposed network would be a 
duplication of service rendered. The line you see at the bottom of the 
map, the dotted line, is the 154,000-volt transmission line connecting 
from Norfolk Dam in Arkansas past Bull Shoals which is under con- 
struction, up to our hydro plant interconnecting into our network with 
a 154,000-volt connection, which has a minimum capacity of 50,000 
kilowatts which we can take from this hydro project without the 
building of any duplicating line. We can supply these same cus- 
tomers which they propose to supply which are now our present 
customers. 

Senator Ettenper. Is that line built? 

Mr. McKeks. Yes. That has been in operation since 1948. 

Senator ELLENDER. Why did you bring it to Norfork Dam? 

Mr. McKee. It is owned by the Arkansas Power & Light Co. with 
whom we made an interconnecting contract. It is through this 
interconnection that we are interconnected with the whole South- 
western Power pool. We exchange power in emergencies and buy 
power when it is to mutual advantage. We are interconnected on 
the north with the power companies clear to Nebraska. In other 
words, we are in an integrated pool clear from Nebraska to the Gulf. 
I have endeavored to show you we have the facilities, we can serve 
the customers, and we have been endeavoring to negotiate contracts. 


RATES CHARGED 


Senator ELLENDER. Will you tell us a little about the rates that 
you now are charging and what the SPA states that it will charge? 

Mr. McKes. The filed rate for the Southwestern Power Adminis- 
tration is represented. to be an average of 5.6 mills. Our rate to the 
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co-ops, which is some 35 percent under our wholesale rate, averaged 
last year approximately 8 mills. They have before them and have 
had before them a contract for a year which they have failed to execute 
under which they have said if at any time the Southwestern Power 
Administration will contract with us to wheel the power to the co-ops 
over our lines, they can cancel the contract and be customers of the 
Government. They have never accepted those contracts. Under 
that contract they would get it for 7 mills if they bought it from us. 


CONGRESSIONAL ACTION REGARDING SPA 


Since 1946 when the Southwestern Power Administration presented 
its program to Congress, the companies in the Southwest have en- 
deavored to work out some form of contract. We, along with the other 
companies in 1949, signed a copy of the Texas contract submitted 
which was not accepted. In the 1949 session of the Senate there was 
presented to the Eighty-first Congress a $30,000,000 plan of the South- 
western Power Administration as a part of the original $200,000,000 
comprehensive plan for a network of transmission lines in the South- 
west for the purpose of distributing Government hydropower to 
preferred customers under the Flood Control Act of 1944. The Con- 
gress granted the Southwestern Power Administration an appropri- 
ation to start the program. But if you wil recall, during the consider- 
ation of the bill strong representations were made by the Senate that 
this appropriation was being granted only as a club to enable the 
Administrator to make favorable contracts with the power companies 
in the area. When this appropriation was being considered, I believe 
that the policy of the Senate was very well established. I believe the 
senior Senator from Arizona expressed it best in the remarks which he 
made at that time which I would like to read for the record to refresh 
vour memory. In speaking of a letter written to the Senator dated 
August 22, 1949, by Douglas Wright, Administrator of the South- 
western Power Administration, which appears in the Congressional 
Record dated August 23, 1949, page 12255, I quote: 

I want to state what I understand Mr. Wright has committed himself to do, 
beyond any question, in this letter. He has agreed that if preferred customers 
of the Government located within the territory of a private utility apply to him 
for power, he will contact the private utility and say, “If you wheel power to 
these Government customers on the same basis as that on which power is now 
wheeled by the Texas Power & Light Co., you will get a contract to do that, 
and the Southwestern Power Administration will not build any transmission 
lines in your territory.”” The private power company will have an option of 
performing the wheeling service or not. If the company says, ‘‘We are ready, 
able, and willing to build the required transmission lines,’”’ or ‘‘We already have 
them,” then it will get a contract. If they say, ‘‘We do not care to serve your 

‘ustomers,”’ the Southwestern Power Administration will then be provided with 
the money with which to build transmission lines and to serve the preferred 
customers. But we do expect Mr. Wright to make a sincere effort, and we do 
expect the power companies, in accordance with the representations they have 
made, to accept that kind of offer. * * * As chairman of the subcommittee 
handling the appropriation bill, I am going to hold Mr. Wright responsible for 
carrying out the pledge which he has made. 

He ends his letter by saying: 


As IT advised your committee, it is our intention to continue our efforts in 
negotiations with the companies to arrive at reasonable arrangements for the 
maximum utilization of the existing facilities wherever possible, and it will not be 
our policy to construct transmission lines whenever reasonable arrangements for 
the use of existing facilities can be made. 
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Senator Hayprn. The beauty of it is we still adhere in this com- 
mittee to that same principle. It has worked. Satisfactory con- 
tracts have been obtained with the Oklahoma companies and we 
rescinded $6,000,000. Satisfactory contracts have been obtained with 
the Colorado Public Utility that have been a sound arrangement. 
Satisfactory arrangements have been made with the Montana Power 
Co., both by the Reclamation Service and the Bonneville Power 
Administration. There is now ready for approval—maybe it has been 
approved by the secretary and the president of the Pacific Gas « 
Electric Co. in California—another wheeling contract. So what we 
said has been performed, except you complain it has not reached you. 

Mr. McKer. I am only asking the same privilege. After the 


passage of the Department of Interior appropriation bill the Adminis- | 
trator of SPA informed the companies’ representatives at a meeting | 
in Tulsa on September 23, 1949, that he desired to negotiate contracts | 


with the private utility companies in its area in three groups in the 
following order: The Oklahoma companies comprised the first group; 
the Arkansas, Louisiana, and southeastern Missouri companies, the 
second group; and the third group was the Missouri Public Service Co., 
and other companies in our area. Because of this statement, negotia- 
tions by Empire were held in abeyance during the negotiation of the 
Oklahoma contract. The negotiations with the Oklahoma companies 
resulted in a contract acceptable to the Administration and to them, 
which was approved by the Secretary of Interior in July 1950. It was 
agreed between the Administrator and the companies in January 1949. 
It was not approved by the Secretary until late in July of 1950. That 
is this last vear. 


WILLINGNESS TO NEGOTIATE CONTRACT 


Upon learning of the approval of the Oklahoma contract, Empire 
wrote to the Administrator on August 18, 1950, seeking a date to start 
negotiations for a contract. I am going to read my letter and the 
reply. I wish before I do that to state that I testified last year before 
this committee in answer to questions by Senator Thomas as to 
whether I would negotiate a contract and I said ‘Yes’. I so testi- 
fied before the House committee that vear and again this year. 

This is my letter of August 18, 1950, to Mr. Wright: 


At a meeting with you in Tulsa, Okla., September 23, 1949, and at subsequent 
meetings, representatives of this company indicated its desire to enter into a 
contract with the Government, which would enable the Administration to serve 
its customers in the service area of this company by the use of Empire’s facilities. 

At that time, you indicated your willingness to negotiate such a contract, but 
you expressed the desire to defer such negotiations until you had completed tlie 
contract with the Oklahoma utilities. 

Now that the contract has been made between the Administration and the 
electric utilities in Oklahoma, this company desires, as soon as practicable, to 
consummate a similar contract with the Government. 

We will appreciate it if vou will designate a date when we can meet you in your 
office in Tulsa for this purpose. 


That was August 18. On August 23 I got a reply which is in my 
prepared statement which I have submitted and from which I will 
read several pertinent sentences: 


The plans which we propose for the advancement of our program in your area 
are such that we propose they be carried through irrespective of whether or not 
we ultimately develop contractual arrangements with you along the lines of the 
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Oklahoma companies contract, and we have no requirements for service demand- 
ing that contractual arrangements be undertaken at this time. 

We believe the Oklahoma contract is going to work and this Administration 
proposes to do everything within its power to secure its success. When the con- 
tract has demonstrated beyond any doubt that it is a workable arrangement, and 
that it would be in the best interest of the Government to extend it to other areas 
in the Southwest, it would then seem only reasonable that we would be interested 
in undertaking negotiations with you. 

In other words, when this whole program is completed they might 
negotiate a contract. When that time comes, there is no need for us 
to make a contract because the lines have been made. Millions of 
dollars have been wasted and there is no need for a contract. 

Senator Haypen. I did not quite get that impression from Mr. 
Wright’s testimony here, did you, Senator Ellender? 

Senator ELLENDER. There is his letter. 

Senator Haypen. I understand that. What I am getting at is 
this: I made up my mind Mr. Wright and Mr. Layne of the Oklahoma 
Power Co. really wanted to trade. If you can get together and make 
a trade, then it isdone. It took them a long time to come to a meeting 
of the minds. Then it took a considerable time for the Secretary of 
the Interior and his advisers to agree to that contract. It was a 
headache to everybody that had anything to do with it. It was a 
long, detailed contract. Negotiations lasted a long time. I think 
there was a certain amount of fatigue on Mr. Wright’s part; he did 
not want to go into another one immediately. The indication we 
have had from him before the committee when he testified was that 
he was getting in shape now to undertake these negotiations. It was 
not an indefinite postponement. 

Mr. McKes. For the information of this committee, Congressman 
Armstrong whose home is in Springfield, Mo., the day before yesterday 
held a conference with the Southwestern Power officials, representa- 
tives of our company, representatives of the REA co-ops, and repre- 
sentatives of the city of Springfield. At that conference Mr. Arm- 
strong asked the vice president of our company whether the Empire 
District Electric Co. was ready to negotiate a contract. He advised 
Mr. Armstrong we were and we would start tomorrow morning. He 
turned to the representative of the Southwestern Power Adminis- 
tration, Mr. Allfriend, and asked the same question, and he said, 
“No, we are not in position to negotiate a contract.”’ Even up to 
the day before yesterday they were still refusing to talk to us about a 
contract. We have been anxious to start it. Our contention is there 

is no need of putting money by a direct appropriation into the western 
Missouri projec t, or to let this program of duplic ation and the wasting 
of this $43,000,000, which is incidentally only part of a $55,000,000 
program which Mr. Wilkes will show you in the Southwest they are 
acquiring through the $300,000 fund to duplicate the facilities when 
the companies stand ready and willing to make a contract. 


WESTERN MISSOURI PROJECT 


[ would like to go through the western Missouri project and discuss 
it with you. If you refer to the filed statement, you will see there is 
now absolutely adequate service and the companies can carry out the 
contracts of the Government without the building of the lines. It is 
for these reasons I make four requests of the committee: 
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I request that the appropriation for the Southwestern Power 
Administration for this western Missouri project be denied, which is 
the same thing the House did under the Short amendment, and that 
the committee take action to withdraw the amount of money which 
was given previously which I have not had time to tell you about 
because there has been no money spent in the field and it would not 
result in any material loss to the Government if that money were 
withdrawn and that material could be used in defense elsewhere. The 
companies would be pleased to have that material if it has been ordered, 
And then there should be a limit on the use of the continuing fund to 
the emergency purpose for which it was originally intended to make 
impossible acquisition of these lines by indirection through the use of 
that continuing fund, rather than direct appropriation, and instruct 
the Southwestern Power Administration to negotiate with Empire 
and the other companies for a contract to permit the wheeling of 
this hydro power through their systems. 

Senator ELtenper. What difference, if any, is there in regard to 
you and Oklahoma that would make it impracticable to sign a dupli- 
cate contract; that is, a contract similar to Oklahoma? 

Mr. McKee. I know of none. Territorially it is different, but 
fundamentally it is identical. When we get into the problem there 
might be some question, but there is none we know of. 

Senator ELLENDER. Are we to understand that if it is offered, you 
would be willing to sign a contract similar to that of the Oklahoma 
Power Co.? 

Mr. McKee. Yes. 

Senator HaypEN. You made a very clear statement, sir. Thank 
you. 

Senator ELLENDER. That is on the line, Senator Hayden. 

Mr. Wi.kes. Mr. Chairman, you just mentioned the Oklahoma 
contract. Our next witness is going to be the vice president of the 
Oklahoma Gas & Electric Co., Mr. Walter Gesell, who can discuss 
that. 


STATEMENT OF WALTER B, GESELL, VICE PRESIDENT, OKLAHOMA 
GAS & ELECTRIC CO. 


TRANSMISSION SYSTEM, SPA 


Mr. Geseuu. Senator, I have a four-page statement that I think I 
could save time by reading. 

Senator Haypen. All right. 

Mr. Gesevi. My name is Walter B. Gesell, Oklahoma City, Okla., 
vice president in charge of operations of the Oklahoma Gas « Electric 
Co. 

SXECUTION OF “OKLAHOMA CONTRACT 


Together with Mr. R. K. Lane, president of the Public Service Co 
of Oklahoma, on behalf of his company and mine, we negotiated a 
contract with Mr. Douglas G. Wright, Administrator of the South- 
western Power Administration, which since has become known as the 
Oklahoma contract. This contract provides for the sale and/or 
exchange of electric power and energy between the companies and 
the Government. Under the contract, the Government delivers 
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peaking power to the companies, and the companies utilize their own 
systems for service for the account of Government to any customer 
which the Government is entitled to serve under the law. This 
arrangement makes unnecessary the construction or operation of an 
extensive transmission system by the Southwestern Power Adminis- 
tration in the companies’ service areas. The contract was approved by 
the Secretary of the Interior and executed on July 13, 1950. On 
February 6, 1951, it was approved by the Federal Power Com- 
mission, and it is now in full force and effect. At the time of the 
signing of this contract, it was widely hailed as a splendid solution 
of the differences of private power and Government power and their 
coordination effecting the most economical utilization and delivery 
of electricity from the power sources in the area. 

In a press release dated July 13, 1950, Secretary Chapman stated: 

The contract will eliminate the current need for proposed Government trans- 
mission lines in the area served by the Oklahoma companies and will allow 
hydroelectric energy from Government dams to flow into the electric companies’ 
networks, 

Mr. Douglas Wright stated that under the contract, the South- 
western Power Administration would save approximately $6,000,000 
on this year’s—1951—budget and $850,000 annually thereafter. This 
is the same contract for which this committee of the Senate was so 
helpful in obtaining final authorization and approval. 

] am appearing as a representative of the Oklahoma companies for 
the purpose of bringing to the attention of this committee a situation 
growing out of arrangements in the appropriations bill for the South- 
western Power Administration which, if continued, cannot fail in my 
opinion to wreck the Oklahoma contract. 

In spite of the clear assertion by the Secretary of the Interior, 
quoted above, that Government-financed transmission lines in the 
service area of the Oklahoma companies are unnecessary under the 
workings of this contract, two generating and transmission coopera- 
tives are about to be constructed—one in western Oklahoma, the 
Western Electric Cooperative, and a second in the service area of one 
of the Oklahoma companies in northwestern Arkansas, the Arkansas 
Electric Cooperative. 


DUPLICATION OF TRANSMISSION SYSTEMS 


Under contract arrangements of the type already explained by 
others who appear here, the Southwestern Power Administration 
obtains complete control over the transmission systems of these 
supercooperatives, including 877 miles of line in western Oklahoma 
and 544 miles of line in northwestern Arkansas, which are obvious 
duplications of the facilities of the two Oklahoma companies. If 
these transmission systems are constructed, then, in the service area 
of the companies, there will, be two transmission systems, each of 
which will be able physically and electrically to serve the customers 
of the Government for the Government. Under the Oklahoma con- 
tract, the Oklahoma companies receive certain compensation for the 
use of their systems in serving Government customers. These cus- 
tomers can be any customer which the Government is authorized by 
law to serve, and the companies agree to cancel any existing contracts 
with such customers when requested by the Government and the 
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customer so to do, on a showing that the customer desires to contract 
with the Government for his service. That is any customer. How- 
ever, in these cases, the customer continues to receive power over the 
companies’ lines, although they have become customers of the Gov- 
ernment. 

Senator ELttenper. Did you know about this situation when you 
executed the contract? 

Mr. Gese.u. We knew it was in an incipient stage. 

Senator ELLenper. A talking stage? 

Mr. Geseu. Yes, sir. As a matter of fact, I think some contracts 
had been signed at the time. We were hoping they would be elimi- 
nated. 

Senator ELLenprER. Are these facilities being erected by the REA, 
or has the Interior Department anything to do with it? 

Mr. Gesetu. Interior has nothing to do with it, except to take over 
the whole system upon its completion. 

Senator ELLENDER. Except to lease the lines and then purchase 
the excess power from these two proposed steam plants? 

Mr. Gesevu. Purchase the entire amount of power that the power 
plants are able to generate. 

Senator Haypen. And then sell enough of it as may be required by 
the pooling cooperatives who are erecting these two facilities? 

Mr. Geseu. That is true; purchase all of the power from these 
steam plants and sell back from their generation resources whatever 
the local requirements are. 

Senator ELLENDER. Knowing this was in the talking stage, did 
you at any time discuss it with Mr. Wright? 

Mr. Geseti. Many times. 

Senator ELLENDER. What was his response or attitude? 

Mr. Gesexu. His attitude was that these contracts had been 
negotiated and we had to negotiate in that atmosphere. 

Senator ELLenprer. When you say ‘these contracts’? you mean 
between you and the SPA? 

Mr. Gesevit. The REA and SPA had been negotiating. We had 
negotiated our Oklahoma contract in that atmosphere. 

Senator ELLeENDER. So you knew at the time you signed this 
contract there were other contracts in contemplation between SPA 
and these giant cooperatives? 

Mr. Gesevu. That is true, sir. 

I continue reading from my statement: 

Moreover, cancellation of the contract with the customer is irre- 
vocable, which means that the companies have no saving clause 
whereby they may retain such customers should the Oklahoma con- 
tract be canceled and terminated under its terms, some 5 years hence. 


CANCELLATION OF OKLAHOMA CONTRACT ANTICIPATED 


The existence of the wholly independent system provided to the 
Government by the supercooperatives, and on which the Govern- 
ment is bound by a 40-year contract to continue to pay the fixed and 
operating charges, spells the ultimate doom of the Oklahoma contract. 
If this independent system is provided, the Government could not, by 
any justifiable reason, continue operating under the Oklahoma con- 
tract beyond the first termination date of that contract. No one 
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can justify the payment of two sets of expenditures when one set of 
expenditures is sufficient. Since the Government is bound to the 
cooperative contracts for 40 years, and to the Oklahoma contract for 
hardly 5 years now, it is easy to see what willhappen. The Oklahoma 
contract will be canceled as being no longer in the public interest. 

This vital threat to the continued existence of the Oklahoma contract 
weakens the ability of the companies to connect up Government 
customers where the costs of connection are more than nominal. It 
can hardly be regarded as reasonable to spend large sums of money in 
connecting a customer when the facilities so required may be rendered 
useless at the end of 5 years. 

The establishment of these supercooperatives, and the wasteful 
duplication of facilities already available for Government use, cannot 
fail to be more expensive to the Government and thus to increase the 
rates it must charge its preferred customers. This is contrary to 
the expressed intent of the Senate in favoring the arrangement 
exemplified by the Oklahoma contract. 


USE OF CONTINUING FUND 


The ability of the Southwestern Power Administration to establish 
relationships with the generating and transmission cooperatives stems 
from the use by that Administration of the so-called continuing fund. 
The use of the continuing fund for the purpose of sustaining these 
lease arrangements is irregular and we ask the committee to revise 
the language defining the use of the continuing fund so that it can 
be used for eme rgencies only. 

Senator Etpenper. Will you supply that language for the record? 

Mr. GreseEu. Yes, sir. 

(Language referred to is as follows:) 


The following language is submitted: 
“CONTINUING FUND, SOUTHWESTERN POWER ADMINISTRATION 


“All receipts from the transmission and sale of electric power and energy under 
the provisions of section 5 of the Flood Control Act of December 22, 1944 
(16 U.S. C. 825s), generated or purchased in the southwestern power area, shall 
be covered into the Treasury of the United States as miscellaneous receipts, except 
that the Treasury shall set up and maintain from such rece pts a continuing fund 
of $300,000, and said fund shi ill be placed to the credit of the Secretary, and shall 
be subjeet to check by him to defray emergency expenses necessary to insure 
continuity of electric service and continuous operation of Government facilities 
in said area.”’ 

This is the language in the bill under consideration creating the continuing 
fund of the Southeastern Power Administration. 

Mr. Greseuiu. So far as the Oklahoma contract is concerned, it is 
not essential that the continuing fund exist at all. The Texas Power 
& Light Co. contract with the Southwestern Power Administration, 
already in operation for 4 years, has never required the use of the 
continuing fund for its successful operation. 

Senator ELLENDER. How do they operate? 

Mr. Grseiti. They balance the purchases by the Texas Co. as 
against the purchases by the Government. 

Senator Etpenprer. That is what | suggested here several days ago 
with the Southwestern Power Administration. It struck me that a 
system could be worked out for an exchange of power. Instead of 
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using cash, use power as a medium of exchange. It is easily possible. 
I wish, in addition, you would give us a memorandum on how that 
can be effected. 

(The memorandum is as follows:) 

The Oklahoma contract establishes a procedure by article VI under which the 
billing by companies for services rendered to the Government is offset against. 
the billing by Government for the power sold to companies by the Government 
Only in the case that the billing by companies to Government exceeds the billing 
by Government to companies would there be any necessity for the payment of 
money to the companies. The use of the continuing fund, even if there were 
balances in favor of the companies, can be avoided in either of the following 
ways: 

1. An unfavorable monthly money balance against the Government could be 
offset by the scheduling of excess power and energy to the companies in the suc- 
ceeding month in amounts strfficient to produce revenues to Government to 
offset the unfavorable balance. 

2. As elsewhere stated, the Administrator could estimate his money require- 
ments for purchasing power from the Oklahoma companies and include such 
amount with other requests for annual appropriations. 

Mr. Wivxes. At this point in the record I would like to be able to 
supply for the record a copy of a bill rendered doing just that, a copy 
of the bill rendered from the SPA to my company, and it shows how 
the whole thing works. 

Senator ELLENDER. In addition to that, if we can have a memo- 
randum outlining how that could work, | think it would be helpful. 

(Document and information referred to appear on p. 1941.) 

Senator ELLeNpDER. The language that would make this possible 
was mentioned previously. 

Mr. Wixkss. This is a statement from the Southwestern Power 
Administration and the Southwestern Gas & Electric Co. 

a . . 

Senator ELLENDER. I do not see why it cannot be done. 

Mr. Wivkes. It can be done. 

rT. . . rl. 

Mr. Gesevt. The Oklahoma contract is a variant of the Texas 
Power & Light Co. agreement, and likewise does not require the use 
of the continuing fund. It would be very simple for the Adminis- 
trator to estimate his money requirements for purchasing power from 
the Oklahoma companies and to include such amount with other 
annual requests for appropriations in case the balancing did not work 
out properly. It is our belief that the Administrator should justify 
all of his expenses before this committee each year. It would not be 
difficult for him to do so. 


SOURCE OF FUNDS FOR CONSTRUCTION OF GENERATING PLANTS 


Senator Haypren. As I understand it, the source of the funds 
whereby the cooperatives obtain the money to build these generating 
plants is from the REA? 

Mr. Gese.u. That is correct. They get 2 percent money from the 
REA. 

Senator HaypEen. I may be mistaken, but my understanding was 
that commitments were made some time ago for the construction of 
those plants in Oklahoma. It is not something new that has just been 
done. 

Mr. Gese tt. I think that is true. 

Senator ELLenpeER. I am inclined to believe that if REA had had 
before it this contract as is now in existence the probabilities are this 
money would never have been loaned. 
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Senator Haypen. That is entirely probable. What I am getting 
at is the Oklahoma situation was this: That the REA made loans to 
those cooperatives down there to build these power plants, or made 
commitments to do it. Are either of them finished yet? 

Mr. Gesety. None of them, except for the acquisition of some 
rights of way and for the ordering of certain equipment which has not 
yet been delivered. 1 believe none of the on-the-ground construction 
work has been done. 

Senator Haypren. The question that always entered into my cal- 
culations was: Can they produce by steam in those generating plants 
in Oklahoma power as cheaply as they can buy it from you people 
under the contract you offered them, or buy it from the Southwestern 
Power Administration? 

Mr. Grseuu. No, sir. The contract between the Western Electric 
Cooperatives and the Government, the Southwestern Power Adminis- 
tration, requires the Government to pay 4.2 mills per kilowatt-hour 
for all of the energy out of that plant. The Oklahoma contract pro- 
vides for the sale, 1f required, by the Oklahoma companies to the Gov- 
ernment of-off-peak power at 3% mills per kilowatt, almost 1 mill 
cheaper. ‘The Government need only purchase that amount which it 
desires to have. They might come to a floodwater period and there is 
no need to purchase any power from the companies; but under the 
Western Electric Cooperative contract they have to purchase the 
energy around the cloek, or pay for it if they do not use it at 4.2 mills 
per kilowatt-hour. 

Senator Younc. Was there not a question of a power shortage in 
that area at the time these REA loans were made? 

Mr. Grsevu. There was a claim but it never could be substantiated. 
Oklahoma has never been short of power. 

Senator Youna. You have always had plenty of power available 
to give to the REA? 

Mr. Gesetu. We have always had plenty. 

Mr. Wivkgs. The report shows that district 5 and district 6 have 
more reserve than any other part of the United States. That is not 
our report; that is the report of DEPA and EEI. 

Senator Youna. What is your charge now to REA’s compared to 
what it was 4 years ago? 

Mr. Wiikes. Ours is the same as it has been for many, many years. 
The Oklahoma Co. and Southwestern Gas & Electric Co., and the 
Arkansas Power & Light Co. have the lowest wholesale rates to 
cooperatives in the United States, with the exception of Bonneville. 

Senator Youna. What is the rate? 

Mr. Witkes. They average 5% mills. 

Mr. Gesety. The rates of our company have been 6 mills per kilo- 
watt-hour for the last 6% years. The rate under the SPA rate 
assuming it is not increased—we do not see how it can help but be 
increased—is now 5.6. It is almost impossible to determine the 
difference. 

Senator Haypen. That is why I cannot understand if you have the 
ability and the power to supply these REA’s at a rate which would be 
actually cheaper than they cap produce it themselves, why do they 
do it? 

Mr. Wiikes. That is the $64 question. 
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Senator ELLENpDER. Let me ask a question which might answer the 
$64 question. Suppose those two steam plants are erected and, by 
means of the connecting facilities that you now are objecting to and 
that Mr. McKee has been objecting to, and you could connect these 
dams with these steam plants. Would it not be possible then for 
these customers of REA to obtain a little cheaper power than you are 
now selling it to them? 

Mr. Grsetu. Under the Oklahoma contract they would obtain it 
for the same amount, 5.6 mills per kilowatt-hour. Here is the point 
that I had not intended to get into, but there is a claimed profit to 
the cooperatives on the sale of steam power to the Government, which 
profit can be credited back to the distribution cooperatives. That is 
one of the claims that is made; that there is this profit made by selling 
pow er to the Government at more than it costs the REA with their 
2-percent loans to produce the power, which profit theoretically can 
be diverted back to the distribution cooperatives. 

Mr. Witkes. That profit is paid out of the ‘Treasury of the United 
States. 

Senator ELLenpeR. I understand that. The figures that you have 
just furnished for the record to the effect that you are to furnish power 
under your contract cheaper than the cost of production by the co- 
operatives if these two plants are erected—can you be more specific? 
Can you give more detail, not now, but in a memorandum, to show 
that? I would like to have a breakdown of vour basis for concluding 
that if the Government should erect these two plants through REA 
and using 2 percent money that the cost would be—what did you say 
it was? 

COST OF POWER TO THE GOVERNMENT 


Mr. Gesetu. The cost to the Government on the purchase of power 
in the case of Western is 4.2 mills per kilowatt hour. 

Senator ELLeENpER. Under the contract you now have with SPA 
it is what? 

Mr. Grsevu. Three and one-fourth mills for off peak energy. 

Senator ELuenprer. If you can prepare a memorandum which the 
clerk will put in the record at this point to show how you reached 
those two figure, it will be of value to the committee. 

(Information referred to is as follows:) 


In part IV of the printed hearings before the subcommittee of the Committee 
on Appropriations, House of Representatives, Eighty-first Congress, second 
session, there is reproduced on page 1013 of the record an agreement for the sale 
and exchange of electric power and energy between the United States of America 
and Western Electric Cooperative. This agreement is shown to have been entered 
into August 4, 1949. It provides, among other things, for the payment for power 
and energy by the Government (Southwestern Power Administration) of a mini- 
mum annual bill of $945,000, based on the production of 225,000,000 kilowatt- 
hours, which is arrived at by using an approximate 85 percent annual load factor 
for the projected 30,000-kilowatt steam gener: a plant. This is at the rate of 
4.2 mills per kilowatt-hour. In the event the Government schedules and receives 
kilowatt-hours in any month in excess of 18,750,000 (one-twelfth of the 
annual amount), then the Government will pay 4.2 mills per kilowatt-hour 
for all kilowatt-hours in excess of said amount. Under these provisions, the 
Government must take substantially all of the energy that the plant is capable 
of delivering for 24 hours a day, 12 months a year, with only the ordinary time out 
required for plant maintenance and repair. The power and energy must be paid 
for on a minimum amount basis, whether or not the 225,000,000 kilowatt-hours 
per vear are capable of being used. 
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Under the contract between the Southwestern Power Administration and the 
Publie Service Co. of Oklahoma and Oklahoma Gas & Electric Co., in article 2, 
section 2.2, the companies agree as follows: 

“In addition to other obligations of companies herein, companies will sell 
to Government, when required by Government, all or any part of 50,000 
kilowatt-hours per hour for ‘off-peak’ steam plant energy for firming up 
electric service to other customers of Government serviced by Government 
from lines operated by Government in ‘service area of companies.’ ”’ 

The price specified for the sale of this off-peak energy by companies under 
article 5, section 5.1 (EF), is 3.25 mills per kilowatt-hour. Under this arrangement, 
the companies stand ready to furnish to the Government at all times during 
off-peak hours any part or none of 50,000 kilowatt-hours per hour, as scheduled 
by the Government. 

Contrasting these two arrangements, the Government must, under the Western 
Electric contract, buy practically continuous power in periods of flush hydro 
production as well as at other times at 4.2 mills per kilowatt-hour, while under 
the Oklahoma contract it may buy what energy it needs at off-peak to supply its 
drought period deficiencies at 3.25 mills per kilowatt-hour—which is a saving of 
0.95 mill per kilowatt-hour alone, without computing the advantage of being in 
the position to buy or not as the Government’s needs dictate. 


QUESTION OF NATIONALIZATION OF POWER INDUSTRY 


Mr. Witkegs. Senator, you asked the reason why REA does not buy 
power from us instead of building these steam plants. ‘There is a map 
on the wall that I want you to look at. If all those bills pass, our in- 
dustry is nationalized. There is the Columbia Valley Authority, the 
Central Valley in California, the Missouri Valley Authority, and the 
Nebraska Public Power. There is not a single utility company left in 
Nebraska. 

You come down to our area and down below is LCRA. There is no 
company operating in the Lower Colorado River Authority. Then 
you go across the river to TVA. ‘There is not a single utility company 
left there. Up in the Northeast there is the St. Lawrence seaway and 
then down in the South there is the Southeastern Power Authority. 
The green section in the middle is Santee-Cooper. The lines go right 
across the country to destroy the companies that are there. 

Senator Haypen. I think that is more or less of a dream. 

Mr. Witkes. No it is not, sit 

Senator Haypren. The Federal Government has at this time in- 
vested in generation and transmission lines somewhere in the neighbor- 
hood of $2,000, 000,000. Private industry has about $22 billion. I do 
not see how there is any chance to get $22 billion out of Congress. 

Mr. Wixkes. The blueprint calls for $50 billion under this scheme. 

Senator Haypren. The same thing about these valley authorities. 
Congress has not adopted any of them yet. 

Mr. Witkgs. No, sir; it has not. 

Senator ELLeENpER. Let me ask Mr. Gesell a question. 


EFFECT OF STEAM PLANT CONSTRUCTION ON PRIVATE POWER COMPANIES 


Suppose, Mr. Gesell, that these two steam plants were built and then 
the power produced from those plants would be integrated with the 
public power that is available in that area, and these lines that all of 
you are saying should not be built, suppose they were built. What 
percentage of your customers would you lose and could you maintain 
yourselves? 











1614 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


Mr. Gresett. The Government has the right to serve any customer 
that we serve, subject only to the interpretation of what is in whole- 
sale quantities. That is the sixty-four dollar question. Nobody is 
willing to define what is a wholesale quantity. They could take 
everything we had. 

Senator ELLeENpDER. What I had in mind is this: You say under the 
terms of this contract that you signed it can be terminated at the end 
of 5 years? 

Mr. Gesevu. Yes, on the basis of inability to agree on rates. 

Senator ELLenper. If that were to come into being and _ these 
other facilities were built, then the Government, SPA, could take a 
lot of the customers that you now serve and would probably make 
some of your present facilities obsolete or not worth while operating: 
is that correct? 

Mr. Grse.u. That is correct. 

Mr. Witkes. Here, Senators, is a point that I would like to get in: 
As far as the hydro is concerned in the United States, it is limited by 
the number of rivers and the amount of water going down them. 
Maybe 20 or 25 million kilowatts hydro can be developed in this 
country. We can absorb that. 

But if the Government is going to build steam plants, if they can 
build a 30,000-kilowatt steam plant, they can build a 1-million kilo- 
watt steam plant or 5-million. There is no end to it. If it were just 
the hydro, that would be one thing. We can take care of that. We 
can absorb it the way the Government said it should be. But if you 
are going to let them build steam plants, we cannot live. 

Senator ELLENDER. Let me point something out to you and | 
would like to ask you if conditions in your section are similar to this: 
In the South Carolina area the State owns Santee-Cooper. The 
Santee-Cooper makes a contract with some of the REA’s in that area. 
Under the law the REA’s are prohibited from selling power to a town 
or an incorporated village that is above 1,500 people in population 
How they get around it is that REA cooperatives borrow money from 
the Government and then lease these lines to Santee-Cooper. Then 
Santee-Cooper uses those lines that have been financed by the Gov- 
ernment and sells the power to the towns, or are proposing to sell it 
to towns with a population with more than 1,500 people. They are 
doing indirectly what they cannot do directly. 

Is there anything cooking in your area like that? 

Mr. Wiikes. Yes, sir. I come from Shreveport, La., your State. 
Their plans call for five transmission lines to Shreveport, La., installa- 
tion of a transformer station outside of Shreveport of 75,000 kilowatts 

capacity. All they need is to get money enough to build a steam 
plant out on the lake just east ‘of Shre ‘veport. ‘That is in the blue- 
print stage. 

This is not just an isolated case. It is over the United States 
If they are allowed to set up a black-market trade in this country, 
they can take money out of the Treasury without ever coming before 
this Senate or the House. There is no end to what they can do. The >) 

can nationalize this industry almost overnight. If there is going to 
te continuing funds like the one we have in the Southwest, then there 
is no end to it. 

I think you were here when Mr. Wright testified last vear. He said 
he could spend $100,000,000 a year out of that $300,000 continuing 
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fund. The only thing to stop them was whether he could clear 
checks through the Treasury fast enough. That is his statement on 
the record before this committee. 

Senator Haypren. Mr. Wilkes, did you have a prepared statement 
you wanted to present? 

Mr. Wiikes. Yes. I would like to read it, and I will be as brief 
as I can, 

ESTABLISHMENT OF CONTINUING FUND 


Mr. Witkes. In 1949, an amendment was made to the appropria- 
tion bill on the floor of the Senate by Senator Kerr, of Oklahoma, which 
we understood from his statement introducing the amendment was 
for an appropriation of $300,000 for a continuing fund to be used 
to compose the long battle between public power and private power. 
Senator Kerr in his statement on the floor of the Senate had this 
tO Say: 


The purpose of the clarifying amendment with reference to the continuing 
fund is to make it crystal clear that there is no purpose, desire, nor authority 
for the Administrator to rent anv generating facilities with the money in the 
so-called continuing fund. There is at this time a continuing fund of $100,000 
(Public Law 216). The sole purpose of the language in this bill to increase it 
to $300,000 is to enable the Administrator to handle the increased volume. ‘The 
Senate committee has indicated that he may make contracts with utility com- 
panies similar to the Texas contract. The Administrator has said it was his 
purpose to do that. If he does, he will be in the position of selling power on the 
one hand and buying it on the other hand. ‘The sole purpose of the continuing 
fund is to enable him to do that; and the sole purpose of the clarifying amend- 
ment is to make this crystal clear. 


As a result of this statement, the private companies in the South- 


west felt they had a directive from the Congress to enter into contracts 
with the Federal Government for the marketing of its hydro power 
and energy over their lines to serve preference customers on the 
pattern of the Texas Power & Light Company-Southwestern Power 
Administration contract of April 4, 1947. 

Since that date, contracts have been entered into between South- 
western Power Administration and the two Oklahoma companies, 
Public Service Co. of Oklahoma and Oklahoma Gas & Electrie Co. 
In addition, Southwestern Gas & Electric Co. has also entered into 
a contract along the lines of the Texas contract modified, of course, 
to suit the power and energy available at Narrows Dam in southwest 
Arkansas. Narrows Dam has installed in its 17,000 kilowatts of 
generating capacity and will produce in an average vear 26,000,000 
kilowatt-hours. That means that only about one-eighth of that 
power is available. The only place to market it is in a company that 
has a big enough load so that they can use it on their peaks. Under 
the Narrows contract, we buy the complete output of the dam and 
dispatch its use ,during such hours as we elect. We pay to the 
Government a flat sum of $207,000 per vear with the further provision 
that the Government can use our lines and other facilities to deliver 
up to 5,000 kilowatts of power from our facilities to rural electric 
cooperatives for Government account. The Government pays us a 
wheeling charge of 1 mill per kilowatt hour on 200 kilowatt hours 
per month per kilowatt withdrawal. With our Narrows Dam con- 
tract, the Federal Government does not have to spend a single penny 
of taxpayers’ money to give Government service to every rural electric 
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cooperative in our area up to 5,000 kilowatts. Southwestern Gas & 
Electric Co. has made a request to SPA for an additional 15,000 to 
30,000 kilowatts of capacity. Neither the Texas contract, nor the 
Oklahoma companies contract, nor my Narrows Dam contract would 
require one penny of the so-called continuing fund. Under these 
three contracts, companies deliver power and energy to the Govern- 
ment at the Government’s customer’s premises. 'The customers are 
billed by the Government, and the companies are credited on their 
monthly bill for service rendered by companies to the Government 
customers. 

Senator Haypen. There is not any provision in that contract like 
the one in the Oklahoma contract where any particular area wants 
to go municipal they do it? 

Mr. Wixkes. We do not have that in our present contract. Nar- 
rows is very poor hydro. 

Senator Haypen. How about if you want to obtain additional 
power? 

Mr. Wixkes. Then the same provisions as in the Oklahoma con- 
tract will go in. 

QUESTION OF DUAL TREASURIES 


It has now become crystal clear to us as to what this continuing 
fund is now intended to do. There is no doubt in our minds that this 
continuing fund is now being administered so as to set up another 
Treasury in the United States. Under this continuing fund set-up, 
there are two Treasuries: (1) the legitimate one from which funds can 
only be taken after the oad has made the appropriations “e 
specific items. Now comes the continuing fund and sets up (2) « 
black-market Treasury from which money can be shoveled out by the 
Department of the Interior in the amount of millions of dollars 
annually without ever coming back to Congress for the appropriation 
of a single dollar. 


SETTING UP OF DUMMY CORPORATIONS 


I have just come from an appearance before the Arkansas Public 
Service Commission in opposition to a project in that State which, 
if granted, will waste many millions of pounds of copper, aluminum, 
steel, hardware, and poles, all of which are critical materials. The 
modus operandi of doing this is fantastic. A dummy corporation, 
and I am now quoting Senator Russell’s term for these super co-ops 
before the Joint Interior-Agriculture Subcommittee hearings last 
year is set up by three distribution rural electric cooperatives. This 
dummy corporation borrows $10,558,000 from the REA in Washing- 
ton, from which funds it proposes to install a 30,000-kilowatt steam 
generating plant and some 544 miles of transmission lines in a territory 
which is now amply served by three private electric utility companies 
—Arkansas Power & Light Co., Oklahoma Gas and Electric Co., and 
Southwestern Gas & Electric Co., and served, mind you, at the lowest 
rates wholesale for resale in effect in the United States with the sole 
exception of subsidized power in the Pacific Northwest. 

Senator Haypen. That is, this dummy corporation actually bor- 
rowed $10,558,000 from REA? 

Mr. Wirixes. That has been granted to them. We are contesting 
it now before our Commission. The facilities to be constructed are 
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subject to the approval of the Commission. ‘The super co-op has to 
go before the State Commission in Arkansas. There are only seven 
States that have that provision and Arkansas is one of the seven. 
They have to go before the Public Utilities Commission to get a permit 
before they can do that. That is why we asked you to postpone this 
hearing, because we were up to our neck in that fight. 

Senator Haypren. Has the actual cash been advanced by the REA, 
or is this a commitment? 

Mr. Witkes. They have not got the money yet. 


OPERATION OF DUMMY CORPORATION 


The dummy corporation then enters into a contract with the 
Department of the Interior (Southwestern Power Administration), 
whereby it leases its transmission system to the SPA for a period of 
40 years, receiving enough rental from SPA to amortize the lines and 
operate and maintain them over that period. Here is the Federal 
Government on one hand loaning money and then paying it back out 
of other Federal funds. SPA has the option to buy this system at 
any time it can obtain the funds. At the end of 40 years, it auto- 
matically ‘their the owner of the system with a payment of $10. 
As a result, SPA acquires 544 miles of duplicating and unnecessary 
transmission lines, and in this respect avoids the clear wording of 
section 5 of the Flood Control Act of December 22, 1944, which says: 

The Seeretary of the Interior is authorized, from funds to be appropriated by 
the Congress, to construct or acquire, by purchase or other agreement, only such 
transmission lines and related facilities as may be necessary in order to make power 
and energy generated at said projects available in wholesale quantities for sale on 
fair and reasonable terms and conditions to facilities owned by the Federal 
Government, public bodies, cooperatives, and privately owned companies. 

SPA then contracts for the entire output of the steam generating 
plant for a period of 40 years. 

Senator, you put the wording into the act they could not construct 
steam plants, but if you sell the output of the steam plants to some- 
body for 40 years, he might as well own it. 

Thus, SPA avoids the clear intent and weaning of section 5 of the 
Flood Control Act, which gives to the Secretary of the Interior the 
right to sell and transmit hydro power—and hydro power only. This 
hydro power is produced incidentally to the primary purposes of the 
dam—that is, flood control, navigation, and irrigation. 

Funds to be used by SPA to bail out the REA by payments to the 
dummy corporation are to come from this continuing fund. 

Senator ELLENDER. J wonder if you would put into the record 
memorandum to show whether or not this proposed pooling you are 
speaking of was ever contemplated by REA? 

Mr. Wivkes. I do not think it was in the act. I will be glad to put 
such a memorandum in. I think I can give you the entire history. 

(Information referred to appears on p. 1941. 

Senator ELLENDER. | can foresee that if the Santee-Cooper proposal 

s projected throughout the country that REA could certainly do 
alee tly what they cannot now do directly. 

Mr. Winkes. That is exactly right. 

Senator ELLenper. If you have any data on the subject, it will help. 
You know that we do not have much time to dig into the matter, 
and therefore I would like to have you submit a memorandum so we 
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can determine whether or not it is within the purview of REA to 
undertake projects of this kind. 

Mr. Wickes. I would like to furnish that for you—the history of 
the REA Act, the SPA Act and the continuing fund, the legislative 
history. 

The payment by SPA to Arkansas Electric Cooperative Corp. will 
amount to approximately $1,825,000 per year, which will be increased 
in the event the cost of fuel should go up. With the development in 
Arkansas, and the set-up in Anadarko, Okla., and the Missouri 
projects, which Mr. D. C. McKee has discussed, the large sum of more 
than $65,000,000 of taxpayers’ money will be dissipated, and the 
Treasury of the United States will be drained through the black- 
market treasury of more than $10,000,000 per year. The expenditure 
of these funds both initially for construction of plant and lines and 
annually for the purchase of the output of the steam plant and rental 
for transmission systems will not bring electric service to a single 
farmer not now served. 

Senator ELLENDER. When you say the Treasury would be drained, 
you do not mean that the Government will not get a return of that 
money? 

Mr. Witxes. That money will never get back to it. 

Senator ELLENDER. It will be collected from the consumers of the 
electricity sold and put back in the Treasury, will it not? 

Mr. Wiixes. The way the thing looks now they are going to pay 
from the Treasury of the United States much more money than they 
will get back. They are charging too much money. 

Senator ELtuenper. How can you take that position? If REA 
loans this money to the cooperatives, let us say, on an individual 
basis instead of pooling, that money is returned on a basis of the con- 
tract entered into between REA and the cooperative. 

On the other hand, if instead of making a direct contract, they pool 
their interests together and sell and amortize it in another way, does 
that not mean that the Federal Government, the Federal Treasury, 
gets back the money that is loaned? 

Mr. Wixxes. I think this is a most fantastic scheme. 

Senator ELtenper. I understand that. But when you say drained 
I would consider that a loss. 

Mr. Wivkes. Here is how they get the REA to let them have tl eir 
funds to do this: The Department of the Interior comes to REA and 
buys this power and energy from them and pays them a_ profit. 
That profit comes out of the Treasury of the United States and it will 
never get back into the Treasury. 

Senator ELLenpeEr. I do not follow you. The energy is contracted 
for by a Government agency. The collections are made from the 
individuals who use the power. Then that money finds its way back 
into the Treasury; does it not? 

Mr. Wixkes. You have $20 in your pocket. You go down here 
and buy something that is worth $15 from a fellow. You take that 
and sell it for $15 to somebody else. You have $5 that will never 
get back to your pocket. The $15 will get back, yes, but the amount 
of money you paid him, more than the thing was worth, will never 
get back into your pocket. 

Senator Exttenper. I still cannot see the difference between a 
contract that is made with one REA cooperative and where it is 
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amortized through the sale of electricity on the lines that are built, 
and a contract that is made with five or six cooperatives on a pooling 
basis and the amortization is made on a basis of payments collected 
along the same line as though it were operated between the REA 
and the cooperatives. 

Mr. Wiikes. There never was a finer act written than the REA 
Act of 1936. 

Senator ELLENDER. I supported it throughout. 

Mr. Witkes. These farmers borrow money from the Federal Gov- 
ernment like we borrow it from a bank. The Federal Government 
loans it at 2 percent. They go out and build these lines. They have 
got to pay back every cent that goes into those lines. They are just 
as much free enterprise as we. 

This is another thing where the REA loans this money to a super- 
cooperative. Then the Department of the Interior pays a profit to 
that super co-op. That profit will never get back into the Treasury 
of the United States. It is going to wreck the rural electrification 
program if it continues. 

Senator Haypen. It would depend on what the Southwestern 
Power Administration sold the power for obtained from these steam 
plants, whether it got the money back or not. If it sold it at a loss, 
there would be a loss, of course. 

Senator ELLENDER. I do not see any distinction. It seems to me 
you are stretching the point there. 

Mr. Witkes. Senators, this hydro power which is produced from 
these multiple-purpose projects is turned over to the Secretary of the 
Interior to transmit and dispose of it. He does not pay a nickel for 
that. The act sets up a trust fund in the Treasury of the United 
States. They have to charge their price high enough to pay all operat- 
ing expenses and amortize those projects over a period of vears. 
They have to come to you every year and get operating expenses from 
vou. All the money they collect from the sale of this hydro power 
has to go into the Treasury of the United States. 

Senator HaypEN. In other words, the amount of money they get 
from us they justify by saying we have paid into the Treasury or will 
pay in enough to balance it out. 

Senator ELLENDER. As | understand, the continuing fund repre- 
sents receipts from the sale of electricity that is not then and there 
turned to the Treasury, and this $300,000 remains intact. It is really 
a fund that remains there, but is collected from the sale of electric ity. 

Mr. Witkxes. That is correct, Senator. 

But if you take enough money out of that fund to the continuing 
fund, the money 1 required to amortize these dams and to pay for the 
cost of construction may never be in the Treasury of the United States. 
That is the point we are fussing about. 

The law says that that money should go into the Treasury of the 
United States. It is written that way so as to avoid the same thing 
that happened in the Tennessee Valley, where there is very little 
money that ever goes back to the Treasury. 

Senator ELLeNnpeER. I still cannot follow you. This continuing fund 
may be used, as you point out—and I agree—to do things indirectly 
that cannot be done directly. I agree on that score. 

But when you say it is a drain on the Treasury, | would interpret 
that to mean the Government never gets it back. I do not follow 
you there. 
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Mr. Wivxgs. I will try to write you a memorandum on that, 
Senator. 

Senator ELLENDrYR. The money that is collected for the use of 
electricity is the money that is used to amortize the bond issue. 

Mr. Wixkrs. The law says, Senator, that none of that money can 
be spent, and that it is to be used to amortize these projects. 

This same scheme being used in the Southwest also has been 
proposed or planned for: 

1. Southeastern Power Administration. 

2. New England. 

3. Rio Grande. 

4. Missouri Valley. 

Again we state that it has become crystal clear that the continuing 
fund which was to be used by Interior to make contracts such as the 
Texas, Oklahoma Cos., and Southwestern Gas & Electric Co. con- 
tracts—as its sponsor stated it was to be used—will rather be used to 
provide duplicating transmission lines and steam power. 

Surely it is not intended to allow Mr. Douglas G. Wright, Adminis- 
trator of SPA, to do as he stated before this committee last year—to 
spend $100 million if he could get it into the front door and out the 
back door of the Treasury fast enough. 

The Rural Electrification Act of 1936 was one of the best and most 
carefully drawn acts that has ever been placed on the statute books 
of America. Under its provisions, appropriations can be made and 
have been made totaling more than $2,800,000,000 with another appro- 
priation coming up this year, which I understand will be about $200 
million. 

During the life of this act, rural electrification has been extended 
by the power companies and by REA to approximately 90 percent or 
better of all persons in rural areas who were not receiving central 
station service in 1936. 

During the life of the rural electrification program, up until Decem- 
ber 31, 1950, only some $1,750,000,000 has actually been advanced to 
rural electric cooperatives, leaving on the shelf as of today more than 
$1 billion, in a blank check, which can be loaned by the Administra- 
tor on his own judgment and with no further supervision by the 
Congress. 

If the present interpretation of the continuing fund prevails, every 
dollar of this $1 billion may be made available to Interior to enable 
them to avoid the original, basic thought of section 5 of the act of 
1944, 

Under the REA Act of 1936, the co-ops can serve only their own 
members and they must be ‘persons in rural areas who are not receiv- 
ing central station service.’’ The Interior can serve anybody. 

Section 4 of the Rural Electrification Act of 1936 provides that 
funds provided by the Congress can be loaned by the Administrator 
for the purpose of serving persons in rural areas who are not receiving 
central station service. The loans can be made to States, Territories, 
and subdivisions and agencies thereof, municipalities, peoples’ utility 
districts and cooperatives, nonprofit, or limited dividend associations, 
private parties and to private companies. 

There are eight different classifications which are mentioned, but it 
is very significant that no Federal agencies can borrow money under 
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this act from the Rural Electrification Administration for the purpose 
of going into the electric business, or for any other purpose. Yet, in 
effect, Interior is borrowing, for its own purposes, funds intended for 
electric service to farmers. 


REQUEST OF COMMITTEE 


This country is now facing one of the most serious crises we have 
ever been confronted with, and we urge on you gentlemen to please 
reconsider this continuing fund and reenact the wording exactly as it 
was in Public Law 216, when the $100,000 continuing fund was set 
up for the Southwestern Power Administration, to provide for emer- 
gencies and continuity of service. 

We also urge you gentlemen to concur in the power amendments as 
they were passed on the floor of the House a couple of weeks ago by an 
overwhelming majority of its Members. We feel the time has come 
when, if this country is going to survive, a halt will have to be called 
on rampant bureaucracy, and now is the time we hope you will do so. 

I thank-you very much. 

We have 5 minutes, and we have a man that I think can use that 
5 minutes, 


STATEMENT OF D. A. MERRIFIELD, VICE PRESIDENT, ST. JOSEPH 
LIGHT & POWER CO., ON BEHALF OF KANSAS CITY POWER & 
LIGHT CO., KANSAS CITY, MO., AND ST. JOSEPH LIGHT & POWER 
CO., ST. JOSEPH, MO. 


OPPOSITION TO TRANSMISSION LINES, SPA 


Mr. Merririetp. Mr. Chairman and members of the committee, 
my name is Douglas A. Merrifield. I am vice president in charge of 
the sales of St. Joseph Light & Power Co., of St. Joseph., Mo. I 
appear here on behalf of Kansas C ity Power & Light Co., of Kansas 
City, Mo., and also St. Joseph Light & Power Co., of St. Joseph, Mo. 

I will read my statement. I doubt that it will take too long. It is 
only about five or six pages long. 

This statement is made on behalf of Kansas City Power & Light 
Co., of Kansas City, Mo., and also on behalf of St. Joseph L ioht & 
Power Co., of St. Jose »ph, Mo. 


UNNECESSARY CONSTRUCTION 


To protest the use by the Southwestern Power Administration 
(hereinafter called SPA) as an agent of the Department of the In- 
terior, of any Federal funds for the construction of unnecessary 
electric transmission lines and related facilities; and 


nl CONTINUING FUND 

To recommend that the “‘continuing fund,’’ heretofore authorized 
by the Congress for use by SPA, be so restricted and limited as to be 
available to defray only emergency expenses and those necessary 
under unusual circumstances to insure continuity of electric service 


83686—51—pt. 2———-26 





1622 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


and continuous operation of Government facilities in the Southwestern 
Power area, and so as not to be available for the rental and acquisition 
of transmission lines or related facilities as regular operations, nor for 
the purchase of electric power and energy to firm up the Government’s 
hydroelectric system. 


REA LOAN TO N. W. COOPERATIVE 


On January 31, 1950, the Administrator of Rural Electrification 
Administration (hereinafter referred to as REA) approved a loan of 
$18,393,000 to N. W. Electric Power Cooperative, Inc. (hereinafter 
referred to as ‘“‘N. W.’’), a generating and transmission cooperative or 
super cooperative formed by seven distributing rural electric co- 
operatives, all located north of the Missouri River, in the western 
half of Missouri. 

Of such loan, approximately $7,000,000 was provided for a 40,000- 
kilowatt two-unit steam electric generating station at Missouri City, 
Mo., located within 12 miles of the New Hawthorn station of Kansas 
City Power & Light Co., the first two units of which, aggregating 
132,000 kilowatts, are scheduled for completion in the summer of 
1951, and within 17 miles of downtown Kansas City and the two 
prese nt generating stations of that company. 

iso included in said loan is an amount of approximately $5,000,000 
prov ided for a 154,000-volt transmission line connecting the Missouri 
City steam plant with Bull Shoals Dam, Ark. The line is 220 miles 
Jong, all outside the service area of any of the above-mentioned seven 
distributing rural electric cooperatives. 

Simultaneously with the announcement of the REA loan to N. W., 
it was announced that N. W. had entered into a contract with SPA 
whereby the entire output of the Missouri City steam plant is to be 
purchased by SPA annually for a period of 40 years, at a minimum of 
80 percent load factor, and whereby the transmission line is to be 
delivered to SPA immediately upon construction, under a 40-year 
lease purchase arrangement whereby SPA takes complete control of 
the facility, with the option to purchase at unamortized cost at any 
time during the term of the contract. 

The ostensible purpose of this transmission line is to make Govern- 
ment-generated hydroelectric energy from Bull Shoals available to 
the cooperatives in northwest Missouri. The fact is, however, that 
this line was never intended to bring hydroelectric energy into north- 
west Missouri, but it is to be used to transmit surplus steam generated 
energy from Missouri City toward Bull Shoals, and away from the 
area in which a power shortage is alleged by REA to exist. It cannot 
be otherwise in view of SPA’s commitment to buy the entire 40,000- 
kilowatt output of Missouri City at a minimum of 80 percent load 
factor. This will require a practically continuous southward flow of 
energy and preclude any northward flow. The Administrator of 
SPA has admitted in testimony that he cannot get hydropower past 
the steam plant—he would not even try—and that the real purpose of 
the line is to transmit steam-generated energy south to firm up his 
hydroelectric energy. ‘This is at best an uneconomical procedure, as 
fuel costs in the Missouri City area are from 50 to 100 percent higher 
than in the areas to which the energy is to be transmitted. 
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POWER CONTRACT 


Obviously the contract arrangement between N.W. and SPA for the 
purchase by SPA of the entire output of the Missouri City steam plant 
and the delive ‘ry to SPA of the Missouri City-Bull Shoals transmission 
line under said 40-year lease- -purchase agreement can only be carried 
out through the misuse by SPA of its continuing fund. 


PRIVATE CONSTRUCTION OF FOWER FACILITIES 


On July 6, 1950, the Senate Committee on Appropriations of the 
Kighty-first Congress reemphasize <d the principles embodied in the 
ge neral policy dec clared in section 5 of the Flood Control Act of 1944 ‘by 
declaring that the continuing fund of SPA should not be used: 

Directly or indirectly in the construction or operation of power producing 
facilities and transmission lines to compete with private enterprise in areas where 
adequate power is available or will be made available within a reasonable time at 
reasonable rates to cooperatives and public bodies. 

The present requirements of the above-mentioned seven distribut- 
ing cooperatives, amounting in total to approximately 15,000 kilo- 
watts are, for the most part, presently supplied by Kansas City 
Power & Light Co., Missouri Gas & Electric Service Co., Missouri 
Power & Light Co., ren Public Service Co., and St. Joseph 
Light & Power Co. Joseph Light & Power Co. ‘supplies approxi- 
mately one-half of the total direct! y to distributing cooperatives. 
Most of the remainder is supplied by the other four companies with 
energy produced by Kansas City Power & Light Co. Electric power 
and energy is presently delivered by the utilities to these 7 distribut- 
ing cooperatives at 19 delivery points dispersed throughout their 
service area. Kansas City Power & Light Co.’s total capacity upon 
completion of the first two units at Hawthorn station, will be ap- 
proximately 486,000 kilowatts (summer rating), an excess of some 
120,000 kilowatts over the peak demands of 367,000 kilowatts 
expected in August 1951. In anticipation of accelerated normal load 
nen and expected defense requirements, Kansas City Power & 
Light Co., has ordered a third unit of 99,000 kilowatts capacity, for 
nstallation at Hawthorn in late 1952. 

The St. Joseph Light & Power Co., which presently supplies approx- 
imately one-half of the cooperatives’ requirements will likewise have 
ample capacity available. After the completion of a new unit in 
June 1951, it will have a total capacity of 70,000 kilowatts, which is 
approximately 30,000 kilowatts in excess of the demands anticipated 
for 1951. The Kansas City and St. Joseph stations are intercon- 
nected at 154,000 volts with each other, and with stations in lowa 
and Illinois, which makes additional reserves of ae, available, 
Kansas City Power & Light Co. and Union Electric Co. of St. Louis, 
Mo., have begun the construction of a 154,000-volt line connecting 
their two systems, to be completed early in 1952. A 66,000-volt line 
from Kansas City to Hamilton, Mo., which is near the load center fo 
these seven cooperatives, was completed in April 1951. 


POWER SUPPLY IN NORTHWEST MISSOURI 


In conclusion, Kansas City Power & Laght Co. and St. Joseph 
Light & Power Co., respectfully submit that- 
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There is an ample supply of electric power in northwest Missouri 
son meet all foreseeable requirements of the above-named seven dis- 
tributing cooperatives forming the NW supercooperatives. 

2. From a transmissivn standpoint, such cooperatives can be more 
economically supplied from the two interconnected generating points 
at Kansas City and St. Joseph, than from the single generating point 
at Missouri City. 

The delivery of Government-generated hydroelectric power from 
the SPA area to distributing cooperatives in northwest Missouri can- 
not be economically accomplished except in combination with the 
delivery of such power to other consumers in the area. Kansas City 
Power & Light Co. and St. Joseph Light & Power Co. are willing to 
purchase power from SPA at mutually agreeable rates to be approved 
by the Federal Power Commission; to provide, in cooperation with 
other electric companies, such facilities as may be necessary for its 
transmission to the northwest Missouri area; to resell to the dis- 
tributing cooperatives at mutually agreeable rates such portion thereof 
as such cooperatives may require; and to resell the remainder to other 
customers at rates to be approved by appropriate regulatory authori- 
ties. 

With respect to that portion of the power required by the distribut- 
ing cooperatives, the companies are willing, as an alternative, to trans- 
port such power for SPA’s account at a reasonable wheeling charge. 

Senator Haypen. It is inconceivable to me that the Administrator 
of the Rural Electrification Administration could have granted a loan 
of $18,393,000 to the Northwest Electric Power Cooperative on a show- 
ing that adequate power and proper service was not obtainable at a 
price from the companies in that area. That is the only reason there 
is, under the law, for granting that kind of loan. 

Mr. Witkes. We think the same thing, Senator. 

Senator HaypEeNn. Nevertheless, the loan was made. I just want 
to suggest this: There appeared before this committee at various 
times a representative of Pacific Gas & Electric Co., of northern Cali- 
fornia. They have only two REA’s in that whole area. They have 
taken care of the farmers. They just did not have the necessity for 
any REA’s in that area. 

And again here very recently there appeared before us a representa- 
tive of the Georgia Power Co. That power company started out 
saving that these farmers are part of the State of Georgia, and that 
they are going to take care of them. They have supplied them with 
adequate power at a very reasonable rate. The result is when the 
company itself could not finance the REA organization they cooperated 
with them to go to the Government and get the money. 

They have been working hand in glove with that. Everybody is 
satisfied that no REA representative from Georgia appearing here 
complained about anything. 

[ just cannot help but believe that your company was short-sighted 
in not providing power in quantity and good service and at reasonable 
rates to the farmers of that area. 

Mr. Merririretp. Mr. Chairman, may I interject something here? 
T am talking particularly of the St. Joseph Power & Light Co., which 
supplies 50 percent of these seven cooperatives. We supply three 
cooperatives and. they take about 50 percent. At first—this has 
been just a few years ago—it was publicized that this cooperative, a 
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super cooperative, was to be formed, and they were to build the steam 
plant. The St. Joseph Light & Power Co., together with the four 
other companies, engaged an independent engineer to determine 
whether or not it was more economical for these cooperatives to com- 
bine and build their own steam plants for their own ne 

We appeared before Mr. Wickard, presented our case, and it was 
shown that the rates that they were paying, which were then soa 
mately 1 cent, were lower than the co-ops could provide their power 
by producing their own generation. 

Senator Youne. Mr. Chairman, I remember just 2 years ago 
[ think it was—representatives of the Missouri: REA Association 
appeared before this committee telling us a very good story of their 
shortage of power, and, more than that, good service. 

They stated that a number of days they had no service at all, 
In your statement here you say there is plenty of power available. 
How long has that been the case? 

Mr. Merririe.p. There was and always has been ample power and 
good service, Senator. I am quite familiar with the situation they 
were talking about, and it was presented here. I will tell you exactly 
the circumstances, 

It was the Atchison Holt Electric Cooperative, I believe. It is the 
one in the northwest corner of the State of Missouri. ‘That coopera- 
tive’s distribution system was originally designed to take power from 
the city of Roc ‘kport, from the municipal plant there. They were 
paying something in the neighborhood of 18 mills, or 2 cents for that 
power. 

They had never approached us at all until they were unable to get 
a suitable quantity of power from the municipal plant. 

Senator Young. Did you approach them at all? 

Mr. Merririe tp. No, because of the manner in which their system 
was constructed. It is located out of our territory and all that we 
were near were their trailing lines, tail end of their distribution system, 
coming adjacent to our territory. 

They were unable to procure power even at that 18 mills or 2 cents 
from the city of Rockport and they came to us and asked us specifi- 
cally if we would sell them 350 kilowatts of power. 


CONTRACT WITH COOPERATIVE 


On that basis we negotiated a contract on their request for the 350 
kilowatts. 

Senator Haypen. At what rates? 

Mr. Merririetp. As I recall, it might have been just a little over 
a cent; or 11 mills per kilowatt-hour, in that vicinity. 

The difficulty with that cooperative in getting power from the St. 
Joseph company was because their transmission facilities were inade- 
quate, totally inadequate because there was some 30 or 40 miles to the 
hub of their system, and all that we had to connect to was the tail 
end of their lines, which did not have sufficient conductor size to 
carry the power to them. 

Since that time they have approached the Rural Electrification 
Administrator and he has granted them money, which they have 
employed to build a subtransmission : system of 33 thousand volts. 
That system was needed in order to bring the power to them. 
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Another thing that was said at that time was that they were 
running all over, hither and thither, trying to pick up power. 

Well, they were running all over. Here was our system and we 
told them we would sell them where we had the power available, and 
their system needed a subtransmission system in order to carry the 
power to their load centers, so their customers could get suitable 
service. ‘They then, as | understand, reprocured the necessary trans- 
formers from another cooperative. They talked about the tremendous 
expense with respect to getting these transformers which they had 
to have at that time and now they can’t use. 

The whole thing was because of the inadequacy of the original] 
construction of their system. 

They have since then built a transmission line to us. We are 
supplying them at 33,000 volts at Burlington Junction, and if there 
has been any outage, it is nothing more than would normally have 
occurred under extreme conditions or an act of God. 

Senator HaypeNn. At what rate are you serving them? 

Mr. Merririevp. We are serving them at approximately 9% mills, 
or it might be a shade higher than that or a shade lower. 

Senator O’Manonry. Are there great variations in the rates that are 
charged in various parts of the country? 

Mr. Meprririeip. The variation in our rate to the cooperatives is 
predicated on their demand or hours’ use. The higher the load factor 
the lower the rate. 

Senator Youna. I do not believe that is always the case, though 
In many areas of the United States private power companies are much 
more cooperative than in others. ‘There is no disposition on the part 
of any member of this committee to put private power companies out 
of business. 

[ do believe the private power companies, if they want to insure 
their future existence, are going to have to be more reasonable in 
certain cases. 

Many power companies have contributed $500 and more to the 
National Tax Equality Association. The N. T. E. A. in turn sent 
out thousands of ill-advised Christmas cards to Members of Congress 
and others. This sort of thing does not help, either. 

Mr. Merririeip. I am not familiar with that situation. 

Senator Haypen. We thank you for your statement. 

Mr. Witkes. Senator, we want to thank you for your kind atten- 
tion to us. We are sorry we ran over our time. 

Mr. Gese.u. Senator, there is something I would like to add to my 
statement. That is that Mr. R. K. Lane, president of the Publi 
Service Co. of Oklahoma, joins with me in that. He was prevented 
from being here because of recovery from a virus infection. 

Mr. Witkes. Mr. Chairman, Mr. Carl J. Mason, vice president 
of the Missouri Public Service Co., has filed a statement with the com- 
mittee and he asked that the statement be placed in the record. 

Senator Haypen. That will be placed in the record. 

(Statement referred to is as follows:) 


STATEMENT OF CarL J. Mason, Vice PrRestpENT, Missourt Pusiic SERVICE (: 


My name is Carl J. Mason. Iam a vice president of the Missouri Public Servic: 
Co. (referred to in this statement as the company), which has its principal offic 
in Warrensburg, Mo., where I reside. 
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The purpose of this statement is to register the company’s opposition to the 
appropriations currently being requested by the Southwestern Power Adminis- 
tration for the construction of facilities in Missouri, part of which are in the service 
area of the company. This statement also is filed in opposition to the use of the 
$300,000 continuing fund of the Southwestern Power Administration, through the 
use of which it plans to lease and eventually acquire a transmission system net- 
work to be constructed in Missouri by supercooperatives. 

The Missouri Publie Service Co. has offered to participate in negotiations, along 
with other companies, with the Southwestern Power Administration in a sincere 
effort to negotiate a contract providing for the delivery of electric power, generated 
at Government hydro plants, to preferred customers, as defined in the Flood 
Control Act of 1944, in the company’s service area. 

In conformance with the desire of this committee, as expressed by the chairman 
on pages 1668 and 1669 of the record on Interior Department appropriations for 
1951, the company has made efforts to negotiate a contract with the South®estern 
Power Administration. The representatives of other interested companies and 
the representatives of Missouri Public Service Co. arranged a meeting with the 
(Administrator of the Southwestern Power Administration in Tulsa, Okla., on 
September 23, 1949. At this meeting the general features of a possible contract 
between the Southwestern Power Administration and the companies within the 
area were discussed. 

On January 4, 1950, representatives of the company, along with the repre- 
sentatives of other companies in the area, met again in Tulsa, Okla., and through 
a spokesman the group stated that all companies present were ready and willing 
to negotiate a contract with the Southwestern Power Administration. At this 
meeting, the Southwestern Power Administrator stated that he desired to negotiate 
with the various companies in the area in three groups. The Missouri Public 
Service Co., the Empire District Electric Co.; and some of the Kansas com- 
panies, comprised one group. 

On January 18, 1950, the Empire District Electric Co. and the Missouri Public 
Service Co. attempted to arrange a date with the Administrator of the South- 
western Power Administration to discuss a contract for the above-mentioned 
companies. No meeting could be arranged due to the fact the Administrator 
desired to await approval of the Oklahoma contract by the Department of Interior. 
On September 3, 1950, the company wrote a letter to the Administrator of the 
Southwestern Power Administration inquiring of any plans the Administrator 
may have for negotiating a contract, of the Oklahoma type, with the Missouri 
Public Service Co. On September 11, 1950, the company received a letter from 
the Administrator of the Southwestern Power Administration terminating all 
negotiations. Copies of these two letters are attached to this statement. 

The letter received from the Administrator of the Southwestern Power Adminis- 
tration, dated September 11, 1950, stated that the plans formulated by the Ad- 
ministration for the advancement of its program, in the area served by the com- 
pany, were such that the Administration proposed to carry through such plans 
irrespective of whether or not contractual arrangements along the lines of the 
Oklahoma contract were undertaken with the company. The letter further 
stated that the Southwestern Power Administration had no requirements for serv- 
ice demanding that contractual arrangements be undertaken with the company 
at this time. 

\ map, prepared by the Southwestern Power Administration, having the title 
“Southwestern Power Administration, United States Department of Interior 
M-—G-—195-—B,”’ shows certain of the Southwestern Power Administration trans- 
mission system network, together with transmission lines leased, or to be leased, 
from supercooperatives. Certain of these lines to be leased are within the service 
area of the company. It follows that the lines to be leased by the Southwestern 
Power Administration would be under its control and, therefore, the Southwestern 
Power Administration does have, or plans to have, requirements for service within 
the area being served by the company. 

The current request of Southwestern Power Administration is in the amount of 
54,900,000. Included in this request is an amount for a substation to be located 
near Clinton, Mo. This substation is included in the request, notwithstanding 
the statement of the Administrator that there were no requirements for service 
requiring contractual arrangements with the company and also notwithstanding 
the statement of the Administrator relative to not building lines in those areas in 
which the companies would provide the facilities necessary for making service 
available to preferred customers, as stated in the Congressional Record, dated 
August 23, 1949, page 12252. 
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The company’s principal generating station is located at Clinton, Mo., and there 
is no power requirements in the vicinity of Clinton which are not now being sup- 
plied by the Missouri Public Service Co., and there is no future requirements which 
cannot be met by the Clinton plant, the transmission lines emanating therefrom, 
and other interconnected power plants and interconnected power sources of the 
company. The fact that the company has adequate power supply and trans- 
mission facilities in the vicinity of Clinton shows there is no need now and no fore- 
seeable need for the substation proposed to be located by the Southwestern Power 
Administration in the vicinity of Clinton. 

The company now serves 7 rural distributing cooperatives at 15 service points 
within the service area in which part of these facilities are to be constructed. The 
company has served all requirements of these cooperatives in the above service 
area, beginning with a requirement of 156 kilowatts in 1940, and reaching a com- 
bined total of 6,032 kilowatts to the end of April 1951. These requirements have 
been @rried without any form of restriction on the cooperatives. The combined 
total demand of the rural cooperatives from 1940 to the end of April 1951, served 
by the company in this part of its service area, are tabulated and attached to this 
statement. 

In May 1950 the company received letters from some of the cooperatives in its 
service area stating their anticipated power requirements to the year 1960 on their 
present and proposed future service points. The letters requested information 
from the company as to whether it could serve such anticipated loads at the present 
service points, as well as the future service points. The anticipated requirements 
of the cooperatives, together with the actual requirements to April 1951 are as 
follows: 

[In kilowatts] 


1951 actual 1955 1960 


| 
to April | estimate | estimate 


Barton County Electric Cooperative, Lamar ‘i = 702 | , 360 
Barton County Electric Cooperative, Milo (new service point) 0 800 
Osage Valley Electric Cooperative Association, East Lynne 864 , 200 | 
Osage Valley Electric Cooperative Association, Clinton ; 437 , 650 
Osage Valley Electric Cooperative Association, Metz oaks 221 | , 000 
Osage Valley Electric Cooperative Association, Leeton | 104 | 750 | 
Osage Valley Electric Cooperative Association, Appleton City 232 800 
Osage Valley Electric Cooperative Association, Freeman | 

(new service point) .__.._- , . 600 | 900 
Osage Valley Electric Cooperative Association, Butler (new | 

service point) Sek Ieaian PG a a ti eee 2, 200 3, 380 
Sac-Osage Electric Cooperative, Walker 373 | 625 | , 000 
Sac-Osage Electric Cooperative, Osceola (new service point) 825 , 350 
Southwest Electric Cooperative, Fristoe. .....-.--- ah 51 | 1, 100 | 


930 
100 
800 
» 400 
440) 
100 
200 


et et tt he 


Total 3, 08 12, 910 | 19, 2 


1 Unknown. Now being served by city of Butler. 


In the early part of June 1950, the company made written commitments and 
submitted contracts to the above cooperatives, which had been executed on the 
part of the company. In addition, the company submitted similar contracts to 
all other cooperatives in this portion of its service area, and made written commit- 
ments to serve all of their power requirements. The fact that the company 
has met all of the power requirements of the cooperatives, without restriction, 
as shown by the attached tabulation, is positive proof of the company’s capability 
to serve adequately all future requirements shown above. 

The combined total demands of the cooperatives, to the end of April 1951 
in the amount of 6,032 kilowatts, represents approximately 16.75 percent of the 
total load in the company’s service area. While the amount of this demand is 
substantial, it is obvious that it does not comprise the principal load of the com- 
pany. The company must of necessity continually formulate plans to meet the 
requirements of all loads served from its system, The facilities necessary 
serve the anticipated increased requirements of the cooperatives do not represent 
the major part of the total increase which the company plans to meet. 

When consideration is given to the number of rural customers served by th: 
existing facilities of the cooperatives within the service area of the company, and 
new facilities being constructed by the cooperatives, as well as to the total number 
of rural customers served by the company, it becomes evident that approximatel|s 
90 percent of all the farms listed by the census report for this portion of the com 
pany’s service area are now receiving electric service. It follows that incre ses 
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in future kilowatt demands of the cooperatives will come mainly from the increased 
use of energy by existing customers served by the cooperatives. 

The electric energy used on farms is composed of two parts, namely, the house- 
hold or domestic use, and energy used for farm operation. ‘The amounts required 
for household and yard lighting use are comparatively uniform and the first use 
provided for by the farmer after electric service becomes available. While the 
rural load will continue to grow, it is likely that the rate of growth for rural service, 
as experienced over the last decade, probably will decline within the service area 
of the company due to the fact that so many of the farms now have electric 
service. 

The company has existing facilities capable of meeting all the anticipated 
requirements at the present service points. The company has made written 
commitments to serve all new service points listed by the cooperatives. In con- 
formance with the company’s plans for serving the requirements of the new service 
points at Butler and Freeman, as well as other requirements for service, the com- 
pany has made plans for the construction of a 69,000-volt line from its Pleasant 
Hill plant south to its Nevada plant. Part of the materials for that section of 
the line between Pleasant Hill and Harrisonville are on hand, as are the materials 
for a new 33,000-volt line from Harrisonville to Freeman. 


‘The company already 
has 8 miles of 69,000-volt construction (now operating at 22 000 volts 


In service 
between Archie and Adrian, which will comprise part of the line from Pleasant 
Hill to Nevada. The Nevada terminus of the 69,000-volt line will be connected 

» a 69,000-volt line running from the Nevada plant south past the city of Lamar 
and interconnect with the facilities of the Empire District Electric Co. These 
ntegrated facilities, together with the existing 69,000-volt interconnection with 
the Empire District Electrie Co. at Cole Camp, Mo., and other integrated facilities 
of the Empire District Electric Co., will make it possible for the Missouri Public 
Service Co. to render service to preferred customers in its service area from the 
Government hydro plants. 

The company has demonstrated its desire and willingness to enter into a con- 
tract of the Oklahoma type, or a contract along the lines now in effect between 
governmental agencies and power companies in other parts of the Nation, with the 
Southwestern Power Administration, which would make service to all preferred 
customers within this service area of the company available at whatever rates may 
be established by the Southwestern Power Administration and the preferred ecus- 
tomers. Service to such preferred customers can be prov ided promptly and with- 
out the expenditure of any Government funds within the service area of the com- 
pany. The funds requested by the Southwestern Power Administration for con- 
struction and acquiring of transmission facilities in Missouri, within the service 
area of the Missouri Publie Service Co., duplicates existing facilities of the com- 
pany and of adjoining companies, which are entirely capable of meeting existing 
and all anticipated needs of preferred customers. In addition, the facilities pro- 
posed to be constructed and acquired by the Southwestern Power Administration 
vill not render electric service to a single additional customer. The fact that 90 
percent of the farmers within the service area of the Missouri Public S ; 
are already provided with electric service, or soon will be, and the fact 
company has existing facilities capable of meeting service requirements 
other preferred customer, proves that the facilities as proposed by the Southwestern 
Power Administration in the service area of the company are unnecessary. 

Notwithstanding the fact that the Southwestern Power Administration has 
rejected the attempts of the company to negotiate a contract of the Oklahoma 
tvpe, the company is still desirous and willing to negotiate a contract to wheel 
»wer to preferred customers. From the actions of the Administrator, it is evident 
hat he does not intend to negotiate with the company, as stated in his letter 
dated September 11, 1950, copy of which is attached and heretofore referred to. 

In view of all of the above, it is respectfully petitioned that this committee: 

|. Deny in its entirety the present request for appropriations for the constru 


ic- 
of transmission lines and facilities in Missouri by the Southwestern Power 
\dministration. 
2. Restrict the present use being made of the $300,000 Continuing Fund by the 
uuthwestern Power Administration to the emergency purposes for which 
inally set up. 


~ 


Was 


Instruct the Southwestern Power Administration to resume contract negoti- 
ons with the Missouri Publie Service Co., and other companies in the area, 
viding for the marketing of Government hydro power to preferred customers 
hin the service area of the Missouri Public Service Co. and adjoining com- 


DAnIES, 
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Missournt Pusuic Service Co., 
Warrensburg, Mo., September 3, 1950. 
Mr. Doveuas G. Wricnat, 
Administrator, Southwestern Power Administration, 


Tulsa, Okla. 


Dear Mr. Wricut: It is our understanding that you have entered into a con- 
tract with the two electric utility companies in Oklahoma, which enables the 
Southwestern Power Administration to serve its customers in the service area of 
these two companies by the use of the companies’ facilities. 

On September 23, 1949, at a meeting in Tulsa, and at subsequent meetings, 
representatives of our company have indicated our desire to enter into a similar 
contract between Southwestern Power Administration and this company. At the 
Tulsa meeting you expressed a desire to complete negotiations with the Oklahoma 
companies before stariing negotiations with other utility companies, 

We are, therefore, wondering if you have any definite plans as to when you 
will be ready to negotiate with our company. It will be appreciated if you fix a 
date when we can meet with you for the purpose of negotiating a similar contract. 

An early reply to this letter will be appreciated. 

Yours very truly, 
R. J. Green, President. 





DBSPARTMENT OF THE INTERIOR, 
SOUTHWESTERN PoweER ADMINISTRATION, 
Tulsa, Okla., September 11, 1950. 
Mr. R. J. GREEN, 
President, Missouri Public Service Co., 
Warrensburg, Mo. 

Dear Mr. GREEN: Your letter of September 5, 1950, has been received and 
it was held for my personal attention upon my return from a trip to the west coast. 
In your letter you asked if this Administration had any definite plans-for negotiat- 
ing with your company a contract similar to that which was executed in July 
of this year between the Oklahoma companies and Southwestern Power Admin- 
istration. 

Since September 23, 1949, the date of the meeting in Tulsa between repre- 
sentatives of SPA and your company, the feasibility of the contract which we 
have negotiated with the Oklahoma companies has met with a great deal of 
doubt and opposition from many quarters. Undoubtedly many problems will 
arise which will require complete cooperation between the Government and the 
Oklahoma companies, and which will have to be solved, if the contract is to 
operate successfully. 

This Administration will have to adjust itself and will have to reorganize a 
number of its divisions to cope successfully with the problems engendered by 
the Oklahoma contract. We feel it is to everyone’s advantage that the contract 
demonstrate beyond the shadow of a doubt that it is a successful and desirable 
arrangement between the Government and private utility companies, and that, 
from the Government’s standpoint at least, it is a smooth-working arrangement, 
before it should be extended to other companies within the power supply area of 
Southwestern Power Administration. 

The plans which we have formulated for the advancement of our program 
in your area are such that we propose they be carried through irrespective of 
whether or not we ultimately develop contractual arrangements with you along 
the lines of the Oklahoma contract, and we have no requirements for servic7 
demanding that contractual arrangements be undertaken at this time. 

We believe the Oklahoma contract is going to work, and this Administratio: 
proposes to do everything within its power to insure its suecess. When thi 
contract has demonstrated that it is a workable arrangement, and that it would 
be in the best interest of the Government to extend it to other areas in the South- 
west, it would then seem only reasonable that we would be interested in under- 
taking negotiations with vou. However, we cannot set a definite date for such 
negotiations at this time. 

We deeplv appreciate your expression of interest in cooperating with this 
Administration, and we hope our mutual efforts towards such cooperation will 
result in a coordinated arrangement for the best interests of all concerned. 

With kind regards, I am 

Sincerely yours, 


Dovetas G. Wricut, Administrator. 
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Vissourt Public Service Co., Warrensburg, Mo.—Tabulation showing greatest peak 
demand of REA cooperatives at each service point, for period 1940 to April 1951 


| 
1951 
1940 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1947 1949 | 1950 to 
A pril 


Barton County Electric Cooperative, 
Lamar 
Central Missouri Electric Coopera- 
tive, Ionia 
Central Missouri Electric Coopera- 
tive No. 1, Sedalia 147| 145) 164) 200) 267| 360) 462) 553 
Central Missouri Electric Coopera- 
tive No. 2, Sedalia 
Co-Mo Electric Cooperative, Cole 
Camp 
e Valley Electric Cooperative, 
Appleton City 
Osage Valley Electric Cooperative, 
Clinton 
Osage Valley Electric Cooperative, 
East Lynne 
Osage Valley Electric Cooperative, 
Leeton 
Osage Valley Electric Cooperative, 
Metz 
Sac-Osage Electric sooperative, 
Walker 
Southwest Electric ‘ooperative, 
Fristoe ‘ 
West Central Electric Cooperative, | | 
Holden 5 , ia J wale 317 384; 605 
West Central Electric Cooperative, 
Montserrat : penees pA al 144) 374) 288 
West Central Electric Cooperative, | | | 
Oak Grove i : alas 230! 302} 355) 446 
Total r ‘ ine 207 199) 22k 27: 362) 769)1, 324)2, 3355/4, 098)5, 780 
| ' | ' 


Senator Haypgen. Mr. Gale, we will hear from you now. 
BUREAU OF RECLAMATION 


STATEMENT OF RALPH E, GALE, ASSISTANT TO THE PRESIDENT, 
IDAHO POWER CO., BOISE, IDAHO 


MINIDOKA PROJECT, AMERICAN FALLS DIVISION, IDAHO 


Mr. Gate. Mr. Chairman, I am Ralph E. Gale, assistant to the 
president of the Idaho Power Co. 

Our Rocky Mountain group have not all arrived here due to the 
fact that we were expecting to be on at 3 this afternoon instead 
of now, but with your consent, we will proceed with the number who 
are here and hope that you will be able to hear the remainder possibly 
tomorrow. 

Senator Haypen. We have a meeting of the full committee to- 
morrow, but we may schedule it for tomorrow afternoon. 

Let me ask in a general way: Do you appear here to give testimony 
relating directly to certain transmission lines, or does it also enter 
nto this question we heard discussed so fully this morning, with 
respect to the continuing fund? 

\Mir. Gauge. So far as I know, there is nothing relating to the subject 
vou have had discussion on this morning. It is related primarily to 
transmission lines and power plants. 

Senator HaypEN. You may proceed. 
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AMERICAN FALLS-MINIDOKA LINE 


Mr. Gaur. I will discuss the situation of the Idaho Power Co. 
first. 

I filed a statement with the committee regarding the request of the 
Bureau of Reclamation for $1,300,000 to construct a power plant at 
American Falls, and to construct some portion of the transmission 
lines and substation facilities related to that power plant between 
American Falls and Minidoka. 

I desire to have the printed portion of that statement made a part 
of the record, Mr. Chairman. 

Senator Haypren. That will be done. 

(Material referred to is as follows:) 


STATEMEN? BY IDAHO PowER Co. 
PURPOSE 


The purpose of this statement is to urge that Congress refuse to appropriate 
any funds to the Department of Interior, Bureau of Reclamation, for the purpose 
of constructing the American Falls power plant, switchyard, or American Falls- 
Minidoka transmission line for the following reasons: 

1. The proposed American Falls power plant would merely supplant the 
existing 27,000-kilowatt generating station of the Idaho Power Co., with a 
30,000-kilowatt plant owned by the Government. ‘There is only sufficient wate: 
for economical operation of one plant of this approximate capacity. 

2. The switchyard and transmission line proposed will duplicate facilities 
presently installed that are adequate to perform the requirements of supplying 
power to the Minidoka Northside pumping division. 

3. These funds are not needed to proceed with the development of the Minidoka 
Northside pumping division. Ample summer power is available from the privat 
utilities or can be made available from the Palisades plant, over existing and 
planned transmission lines. 

4. Construction of the American Falls power plant by the Bureau of Reclama- 
tion will eventually remove the major part of the company’s investment at 
American Falls from the tax rolls of the community. 

The appropriation of Federal funds for any one of these facilities would be an 
unnecessary expenditure of Federal moneys and would simply result in duplica- 
tion and elimination of existing and adequate facilities. The cost of the addi- 
tional power capacity is unjustifiably high and construction would require large 
amounts of essential materials at a time when they are required for the national 
emergency. If Federal funds are available, they should be used for the con- 
struction of Palisades Dam rather than for replacement of existing power facilities. 


SERVICE AREA 


The area served by the Idaho Power Co. extends 400 miles east and west and 
325 miles north to south, and covers southern Idaho, eastern Oregon and north- 
ern Nevada. The area is illustrated on the map on the opposite page. It covers 
100,000 square miles and the uncolored portion of the map covers approximate|) 
82,000 square miles of rugged mountains and dry, rocky desert. The majorit) 
of the population lives in the irrigated areas along the Snake River and its trib- 
utaries which are shown on the map in yellow. This is principally an agricultur: 
region largely dependent upon storage and utilization of water for irrigation and 
the continuation of a sound, economic reclamation program. 


IDAHO POWER CO. OWNERSHIP 


The Idaho Power Co. is a privately owned electric service company and is n 
financially affiliated with any other company, holding company, or system. It 
is owned by 10,532 stockholders, 94 percent of whom are individuals and 6 per- 
cent of whom are insurance companies, religious institutions, fraternal organiza- 
tions, trust funds, educational institutions such as Harvard University, Colles 
of Idaho, and so forth. Its bonds are owned by 26 nationally known insuranc: 
companies and pension funds. Thirty-four percent of the stockholders resid 
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in the territory of the company and 59 percent in the Intermountain and Pacific 
States. 
AMERICAN FALLS POWER PLANT 


The plan proposed by the Bureau of Reclamation is to construct a power plant 
on the west side of the Snake River below American Falls Dam. The Idaho 
Power Co. constructed a power plant on the east bank of the Snake River at this 
location in 1913 and expanded its capacity in 1924 and 1927 to 27,000 kilowatts. 
The chart on page 2 shows the present generating capacity of the Idaho Power 
Co. plant and the estimated possible generation at American Falls by months in 
an average water year with the proposed Bureau of Reclamation plant in opera- 
tion. The overlay on this same page will show the reduced generating capabilities 
of the Idaho Power Co. plant if the Bureau of Reclamation plant is installed. 


VITAL MATERIALS WHEN USED SHOULD PRODUCE MAXIMUM ADDITIONAL CAPACITY 


Inasmuch as it is the function of the Bureau of Reclamation to develop the 
natural resources in the most economical and feasible manner, the increase in 
power from the American Falls site resulting from the estimated expenditure of 
$5,388,274 should be comparable to the cost of developing power at other loca- 
tions. The chart on page 4 shows the cost per kilowatt of additional average 
capacity in an average water year from American Falls after construction of the 
Bureau of Reclamation plant. The present average generation by the Idaho 
Power Co. 27,000-kilowatt plant is 15,500 kilowatts. After the construction of 
the proposed Bureau of Reclamation plant, the total average generation by both 
plants in an average water year would be 19,800 kilowatts. Thus, the increase 
in average generating capacity would be only 4,300 kilowatts and as indicated 
in the charis, on the basis of 1948 costs, the cost of increased average capacity 
per kilowatt would be $1,253. Inasmuch as cosis have increased approximately 
20 percent since 1948, the actual cost per kilowatt would be nearly $1,504. Idaho 
Power Co. is consiructing new plants on the Snake River at a cost of $340 per 
kilowatt of average capacity in an average water year. This chart refers to ithe 
conditions as they would exist in an average water year and this $1,504 cost 
would increase to $1,902 per kilowatt of average capacity available in a critical 
water year. 


SMALL AMOUNTS OF ADDITIONAL ENERCY MADE AVAILABLE 


The chart on page 6 shows the small amount of additional energy that would 
be generated at American Falls in an average water vear after the proposed 
Bureau of Reclamation plant is construeted. The Idaho Power Co.’s plant 
presently has an output of 136,100,000 kilowatt-hours and after construction of 
the Bureau of Reclamation plant, if the Idaho Power Co., plant is operated, only 
the total generation would be 174,300,000 kilowatt-hours or a net increase of 
38,200,000 kilowatt-hours for an expenditure of $5,388,274. 


AMERICAN FALLS POWER PLANT INADEQUATE 


The proposed American Falls power plant of the Bureau of Reclamation is not 
adequate to supply the ultimate requirements of the northside pumping division. 
It would be necessary to supply from other sources approximately 14,000,000 
kilowatt-hours per vear in average water vears and about 36,000,000 kilowatt- 
hours in critical water vears. This inadequacy fits the Bureau’s plan of construct- 
ing the duplicating transmission system because it will be the basis for seeking the 
appropriations to build the portion of this transmission system from Goshen to 
\merican Falls to supply Palisades power to the Minidoka northside pumping 
project. 

POWER COUNTY TAXES JEOPARDIZED 


Referring to the chart, American Falls Power Possibilities, on page 2, it is 
apparent that the present Idaho Power Co. plant, being located immediately 
below an irrigation storage reservoir, operates on a comparatively low annual load 
factor (about 5714 percent) in an average water vear. After the proposed Bureau 
f Reclamation plant is installed, it will operate at an annual load factor of only 
about 23 pereent. It is uneconomical to operate a plant of this size and type at 
such a low load factor. 

When the Idaho Power Co. American Falls plant is removed from the tax rolls, 

e Power County residents will suffer a sizable loss in property tax revenue. 
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The total property taxes paid by the Idaho Power Co. in Power County in the year 
1950 was $72,043.74. Of this amount, the taxes on the company’s American 
Falls power plant were $54,965.58. 


MAJOR INCREASE IN FARMER’S TAX BILL 


Power County is an agricultural community comprising 388 farms and, to stati 
this tax income reduction in terms of increased taxes on each farm in the county, 
the power plant taxes lost would amount to $140 per farm. Removal of the 
Idaho Power Co.’s American Falls generating plant from the tax rolls would not 
decrease the need for tax moneys in the county and it will be necessary for the 
residents of the county to pay additional taxes in the amount of $54,965.58 in 
order to maintain the same government services they are now enjoying. Elec 
tricity from this proposed power plant would be used in another county and would 
be of no possible benefit to the farms of Power County. 


MINIDOKA-AMERICAN TRANSMISSION LINE 


The map on page 8 shows the existing transmission lines of the Idaho Power 
Co. and lines under construction that are planned to serve the increased require- 
ments of the area. The overlay indicates the ultimate plan of a duplicating 
transmission line system proposed by the Bureau of Reclamation. The approval 
of money for the construction of a transmission line in connection with the 
American Falls power plant will make it possible to continue to complete this 
system by piecemeal construction. This system would uliimately duplicate the 
existing and adequate facilities in operation by the Idaho Power Co. and would 
lead to the complete socialization of the electric utility operations in southern 
Idaho and eastern Oregon. 


IRRIGATION FIRST IMPORTANCE 


The Idaho Power Co. for over 30 years has recognized the importance of 
irrigation to the economic development of southern Idaho and has consistenily 
developed its own projects on the basis of irrigation having prior right to the 
water. The company has worked with the Bureau of Reclamation to make the 
most advantageous use of the power from multiple purpose plants for the benefit 
of the irrigators. 


DEVELOPMENT OF DEEP WELL PUMPING-——-NORTHSIDE PROJECT 


The Idaho Power Co. is presently serving extensive new irrigation develop- 
ments in the northside pumping project area. The company was required to 
start serving the power requirements of this area in 1948 because the Bureau of 
Reclamation refused to serve the area and, by letter, placed the responsibility; 
on the Idaho Power Co. 

Power requirements for deep-well irrigation pumping have increased so that 
in 1951 the Idaho Power Co. will be serving 68 deep-well pumps with a total 
rating of 15,000 horsepower. The land irrigated by these wells will be about 
22,000 acres in and surrounding the Minidoka northside pumping division area 

The farmers have operated for 3 years on Idaho Power Co.’s standard raies, 
to their benefit. They have economically produced excellent crops and have 
continued to bring under cultivation new lands on the basis of Idaho Power Co 
rates and the assurance that their power requirements would be met. 


”? 


“CHEAP POWER” AVAILABLE NOW 

In 1950 the Bureau of Reclamation operated three of its wells in unit B with 
power supplied by the Idaho Power Co. on the company’s standard irrigation 
rate. At the end of the irrigation season the bill rendered for the power service to 
the Bureau was at the average net rate of 5.25 mills per kilowatt-hour. As near 
as can be estimated the ad valorem taxes that the Idaho Power Co. will pay to 
Minidoka County to assist the farmers and others in the support of their roads 
and schools will be 0.48 mill per kilowatt-hour. If these taxes are not paid by 
the farmers through the Idaho Power Co. irrigation rate, they will have to pay 
them directly, therefore, the net cost of power should be reduced by the amount 
of these taxes. When this is done, the Idaho Power service actually costs ih: 
Bureau of Reclamation tenants only 4.77 mills per kilowait-hour out of which 
the company pays very substantial state and Federal taxes. 
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BUREAU OF RECLAMATION ESTIMATED POWER COSTS 


The avowed purpose of the American Falls power plant and transmission line 
as proposed by the Bureau of Reclamation is to provide the pumping project 
with “cheap power.” The report on the Minidoka northside pumping division 
develops an estimated cost of delivering power to the wells at high voltage of 
151 mills per kilowatt-hour.!. The transformers and meters (amounting to 
$709,000) ? are included in the irrigation facilities instead of in the power system 
which reduces the Bureau’s estimated cost of power, In order to properly com- 
pare the Bureau’s estimated cost of power with the irrigation rate of Idaho Power 
Co., which is power delivered to the pump motor, these costs must be included 
and the Bureau’s cost will then become 4.88 mills per kilowatt-hour, which is 
0.11 mills more than the actual cost of Idaho Power Co, service after ad valorem 
taxes paid to the schools, road districts, etc., in the project are deducted. The 
tabulation on page 11 shows the detail of the above power cost. 


IDAHO POWER CO. IRRIGATION POWER COST LOWER THAN USBR 


The above rates for power are more easily understood when converted to cost 
per acre. The Bureau’s estimated power consumption, shown on page 86 of 
the northside pumping division report, results in an average requirement of 
1,075 kilowatt hour’s per acre per season. Using the true estimated Bureau 
cost of 4.88 mills per kilowatt-hour, the pumping cost would be $5.25 per acre 
while the pumping cost with Idaho Power Co. service, after deducting ad valorem 
taxes, would be $5.13 per acre. The following tabulation shows the comparative 
power cost of Idaho Power Co. rates from actual experience and the estimated 
Bureau of Reclamation cost. 


Actual billing by Idaho Power to USBR for operation of 3 wells on northside project 
for 1950 irrigation season (Apr. to Nov. 1) 


Kilowatt-hours used, 1,313,080, net cost 

Cost per kilowatt-hour mills 

Less ad valorem tax benefits do 

Power cost per kilowatt-hour_ - - do 

Pumping cost per acre (based on Bureau’s estimate of 1,075 kilowatt- 
hours per acre) _- -- 


Bureau of Reclamation estimated cost of pumping energy on Minidoka northside 
pumping project 
Mills per 
kilowatt- 
hour 


Power at Minidoka substation - — - ‘ 3. 00 
Estimated distribution costs 1. 51 
Additional power cost resulting from $709,000 of power equipment in- 

cluded in irrigation facilities 


Total USBR estimated cost 
Pumping cost per acre (based on Bureau’s estimate of 1,075 kilowatt-hours 
per acre) _. $5. 25 


From the above, it- is apparent that the construction of the American Falls 
power plant and transmission line is not necessary for the successful operation of 
the Minidoka northside pumping division. Furthermore, as will be noted from 
the map on page 8, the construction of any transmission line will duplicate existing 
and adequate transmission facilities, 


CONCLUSION 


The Idaho Power Co. opposes the appropriations of any funds for construction 
of the American Falls power plant, switchyard and transmission line and any 
part of the transmission and distribution system on the Minidoka northside 
pumping division for the following reasons: 

1. The American Falls power plant, switchyard, and transmission line are not 
needed for the successful operation of the Minidoka northside. 

2. The expenditure of funds for the American Falls facilities is a wasteful and 

neconomical use of Federal funds to duplicate existing adequate facilities. 

Report, p. 107 

Report, pp. 93 and 98 
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3. Construction of the Bureau of Reclamation American Falls plant will 
jeopardize a substantial tax revenue for Power County. 

4. Federal funds should be used for financing sound irrigation projects rather 
than construction of duplicating power facilities. 

5. This plan is another step in the piecemeal construction of a complete Federal! 
power svstem that will ultimately destroy the value of privately financed tax- 
paying investment. 

We submit, therefore: That the request for funds to initiate and continue the 
construction of the American Falls power plant is not in the interest of the loca! 
community nor is it necessary for the development of the new land in the Minidoka 
northside area. In the light of the foregoing facts, we urge that the request of the 
Bureau of Reclamation for funds to start construction on the American Falls 
power plant or related facilities be denied: and further, that no funds be appro- 
priated to enable the Bureau of Reclamation to plan or construct duplicating 
transmission or distribution lines in the area now served by the Idaho Power Co, 

Respectfully submitted. 

IpAHO Power Co., 
T. EK. Roacn, 
President and General Manager. 


(The accompanying maps and charts were filed with the committee. ) 
OPPOSITION TO CONSTRUCTION FUNDS 


Mr. Gate. Our company requests the committee to refuse the 
appropriation of any part of the $1,300,000, because it is only the first 
step toward an expenditure of $6,600,000 of the taxpayers’ money 
which will use up millions of dollars worth of critical materials which 
is needed in the defense effort. 

The Bureau of Reclamation, in its justification of this particular 
item has said—and I quote from the justification: 

The initiation of construction of the division power facilities, fiscal vear 1952, is 
essential to take the earliest advantage of the most ready and inexpensive means 
of meeting the power deficiency in the area in and adjacent to the Minidoka 
project. 

I would like to correct the record as far as that statement is con- 
cerned because, in the first place, there is no power deficiency in the 
area, and, secondly, it is not an inexpensive means of increasing the 
powe r capacity of the area. 

There is no question regarding the legal right of the Bureau of 
Reclamation to construct the power plant at the American Falls site. 

If you gentlemen would turn to the chart facing page 3 of our 
statement, you will see the power situation as far as our plant is con- 
cerned. 

The black line outlines the output of our present 27,000-kilowatt 
power plant. That plant has been in there some 23 years. 

The only additional power that will be obtained by the construction 
of the USBR power plant will be this small amount that is cross- 
hatched in red above there, in an average water year. 

When their plant is put in, it will use the water, a large portion of 
which now goes through our power plant. 

Senator O’Manoney. Do | understand, sir, that if the plant is put 
in, this power that is cross-hatched in red will be made available and 
that it is not now eiwca gle 

Mr. Gaur. That is right, 

After their plant is built, if you will put the red overlay over the 
chart, you will see the power which the Federal plant will produce, 
cross-hatched in red, and the remaining white below there is all that 
will be available from our power plant. 
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Senator O’Manoney. What is available from your plant now? 

Mr. Gate. The amount below the black line, sir, on the first page. 

Senator O’Manoney. Are you telling the committee that, in your 
opinion, if this plant is constructed, the market for Idaho Power Co. 
generation will be cut down? 

Mr. Gate. No, sir. The total amount of available power will be 
increased only by that small red cross-hatched amount above the 
black curve. Our contention is that their justification that this is 
an inexpensive means of increasing power available in the area is not 
correct sir. 


POWER EXPANSION PROGRAM BY IDAHO POWER CO. 


Senator O’Manoney. But first I wanted to find out clearly whether 
or not there is a need of additional power in this area. 

Mr. Gate. There is a need for additional power in Southern Idaho. 
However, our company is completing at the present time a 90,000- 
kilowatt power plant, which is perfectly capable of taking care of all 
of the needs of southern Idaho. 

Senator O’Manonry. May I say that my point is this: Coming 
from a Western State, 1 know that it is an expanding area of the 
country. 

Mr. Gane. Yes, sir. 

Senator O’Maunoney. I think that we have not begun to reach the 
possibilities of economic expansion in the West, including Idaho. The 
evidence which | have heard put in is that we are far short of power 
which can be used. 

So I was endeavoring to find out whether vour testimony is directed 
toward the point that if this Government plant should be constructed 
it will provide more power than the area can use when added to the 
power potential of Idaho Power. 

Mr. Gate. I do not think it is important, sir 

Senator O’Manoney. Let me judge whether it is important or not, 
sir. Just give me the answer to my question. 

Mr. Gane. Yes, sir. I think it would be absorbed very quickly in 
the area, for this reason: that the rate of growth of load in that area 
is approximately 15,000 kilowatts per year, without any unusual 
industrial development, such as the furnace loads that we are serving 
in the area. And on the next page, page 4, vou will see a chart here, 
sir, Which shows you the amount of increased power which will be 
available after the two plants are built. The increase, sir, in an 
average water year is 4,300 kilowatts and it is a relatively small 
amount of power. That is why I mention the fact that the justifica- 
tion does not seem to me to justify the expenditure by the Federal 
Government at this time of $5,388,000 to get an increase in the area 
of only 4,300 kilowatts, because the cost per kilowatt is $1,250, based 
on the 1948 price. 

Senator O’Manoney. With the proposed power of Idaho Power 
Co. and your present capacity, you will have, when the new plant is 
completed, a total of 21,700 kilowatts; is that right? 

Mir. Gauge. Nineteen hounaiel eight hundred kilowatts. 

Senator O’Manoney. No. I am talking about Idaho Power; I 
am not talking about Idaho power plus Bureau power. 
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I say, adding to your present power, which is 15,500 kilowatts, the 
$6,200 of your proposed plan, you, the Idaho Power Co., will have a 
total of 21,700. 

Mr. Gate. No, sir; that is not correct. 

Senator O’Maunoney. I am just adding the figures you have on 
this chart. 

Mr. Gate. You will recall the laying of the overlay over here. 

Senator O’Manoney. Let us look, please, at page 4, of your chart. 

Mr. Gate. I am trying to explain, sir. 

Senator O’Manoney. Let us look at page 4 first, please. Just 
look at it. 

Mr. Gate. Yes. Well, you cannot add the 15,500 and the 13,600 
together, sir. 

Senator O’Manonry. Why? 

Mr. Gaur. Because the plant the Government will build will use 
the majority of the water which now goes through the company’s 
plant. 


EFFECT OF CONSTRUCTION ON PRIVATE POWER PLANT 


Senator O’Manonry. Now we are getting somewhere. Are you 
trying to tell us that if the Bureau plant is constructed you will not 
be able to get the water to develop this additional 6,200? 

Mr. Gaur. Yes, sir; that is all our plant will produce after the 
USBR plant is built. That is why on the second line of that chart you 
will find the Idaho Power Co. output at 6,200 kilowatts. 

The Bureau of Reclamation plant would have 13,600 of 19,800 
kilowatts. The difference between the present 15,500 kilowatts and 
the 19,800 kilowatts is the 4,300 kilowatts, in an average water year. 

Senator O’Manonery. The second line begins with the word ‘‘pro- 
posed.’’ Is this 6,200 kilowatts under the Idaho Power Co. proposed 
construction, or project construction? 

Mr. Gate. No, sir. It is all that is left available to our present 
plant. 

Senator O’Manoney. Then it is not new power, is it? 

Mr. Gate. No, sir. It is a reduction of the present power plant’s 
capacity. 

Senator O’Manonry. Do you mean capacity? 

Mr. Gate. Yes, sir; average capacity in an average water year. 

Senator O’Manoney. In other words, because of the demand for 
water from the Bureau ‘plant, the power company will not be able to 
produce as much power as it is now producing. 

Mr. Gats. That is correct, sir. And the sum of the two plants will 
only be 19,800 kilowatts. 

Senator ELLENDER. What is it now? 

Mr. Gate. 15,500 kilowatts, with the one company plant. 

Senator Haypen. | am at a little bit of a loss to understand. What 
we have before us is the Budget estimate for $54,000 for the LaGrande- 
Baker transmission line. 

Mr. Gaur. No, sir; that is the other item, sir. This is $1,300,000, 
$1,067,000 of which is for this particular project costing eventually 
$5,388,274, based on their 1948 estimate. Do I make myself clear? 

Senator Hayppn. I see now. Your statement began about con- 
necting of Bonneville power, and we only have $54,000 involved in 
that. 
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Mr. Gate. That is the second item. I filed two statements, sir. 


AMERICAN FALLS POWER PLANT, IDAHO 


The question of this increased amount of power at this time was 
brought up by Representative Jackson on the floor of the House on 
May 1. At that time Representative Jackson did not deal with 
capacity, but dealt with the amount of energy available. At this 
time 1 would also like to correct the statements which C ee 
Jackson put in the record in the Congressional Record on May 1, 
page 4748. At that time he said: 

The result will be that the average annual energy produced at American Falls 
will be increased from 150 million kilowatt-hours now produced at the company 
plant to 280 million kilowatt-hours from both the Government plant and the 
company plant. 

On page 6 there is a chart which shows the energy situation as far 
as the two plants are concerned. At the present time the Idaho 
Power Co. plant produces 136 million kilowatt-hours in an average 
water year. That prodvetion, when the Bureau of Reclamation 
plant is built, will be cut to 54,000,500 kilowatt-hours. The Bureau 
of Reclamation plant will be capable of producing 119,800,000 kilo- 
watt-hours, making a total of 174 million, or an increase of 38 million. 

Congressman Jackson said there would be an increase of 130 
million. Now, I would like to tell the committee where the figures 
came from. ‘The financial study of the Bureau of Reclamation, 
entitled “Financial Study of Proposed Completion of American 
Falls Power Plant,” on page 7 shows the tabulation from which these 
charts were prepared. They say there that the American Falls power 
plant power generation average year 1928 to 1947 will be 119,800,000 
kilowatt-hours; which is the figure we use here. And there will not 
be 130 million kilowatt-hours increase. There will be not to exceed 
38 million kiiowatt-hour increase in an average vear, a vear of average 
flow. 

Senator O’Maunonry. What is the maximum potential of production 
from the water available? Forgetting either plant, suppose there 
were just one unit using all the water and developing all the power, 
what would be the maximum? 

Mr. Gaur. I cannot answer that specifically. We have never 
designed a plant for that particular situation to use all of the water, 
because it is an irrigation storage reservoir and water is discharged in 
a very erratic manner [pointing to chart]. This is very typical, sir, 
of the manner of discharge. 

Senator O’Manoney. Of course, that is inherent in any storage 
reservoir which includes both reclamation and power. 

Mr. Gaur. Yes. 

Senator O’Manonery. So 1 would assume you would allow as much 
water as would be needed to serve the irrigation needs of the project. 

Mr. Gaur. Yes, sir. That is the controlling factor. 

Senator O’Manonry. And you would answer the question on that 
basis, that is to say, on the basis of the water available for power. 

Mr. Gate. I would answer the question this way, sir: 1 believe 
that the Bureau of Reclamation have designed their plant sufficiently 
large to develop all of the power that could be produced from the 
water to be released in that reservoir in an average water year. A 








1640 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


portion of their plant will be idle in a critical water year or in a dry 
year. 

Senator O’Manoney. If I understand your testimony, it is that 
the Bureau plant represents the maximum utilization of available 
water supply for purposes of developing power. 

Mr. Gate. Yes, sir. For that short few days in there during July 
and early August there will be enough water in an average year to 
load their plant completely. However, in a critical year that will not 
be the case, as is shown from their own tabulation on page 7 of the 
study which I just mentioned, sir. In a critical water year they won't 
have enough water to produce full capacity, but they were apparently 
designing for the average water year. 

Senator Haypren. Let me ask you this question to get something 
straight in my mind: What is the difference in distance between your 
plant and the Bureau of Reclamation’s plant? 

Mr. Gatz. It is maybe 250 yards. In this same study there is a 
plan which shows the location of our plant, sir, on this side of the 
river, the horseshoe-shaped falls on which our dam is located, and an 
irrigation storage reservoir above, on which the reclamation dam is 
located. Their proposed power plant is located on the opposite side of 
the river, connected to this irrigation dam through long penstocks. 

Senator Haypren. Let me again get this clear in my mind. 

The necessity for this dam is primarily irrigation; is that correct? 

Mr. Gaur. Yes, forthe dam. The dam is 23 years old (pointing to 
chart). This is connecting with the penstocks which were stubbed 
in that dam when it was constructed and bringing them down here 
and putting in a power plant. 


COST OF AMERICAN FALLS-—-MINIDOKA LINE AND POWER PLANT 


Senator Haypren. Is that how this total cost here of $6,600,000 was 
estimated? 

Mr. Gaur. Yes, sir. That covers the cost of this power plant and 
transmission lines from this power plant to Minidoka, a distance of 
approximately 31 miles. 

Senator Haypgen. When was your power plant built? 

Mr. Gaur. In 1927, I believe it was completed, sir. 

Senator Haypen. When was the American Falls Dam built? 

Mr. Gaur. It was completed about that year. I would not say for 
sure, but it was within a year or so of that. It was started, as I re- 
member, in 1925. 

Senator Haypren. If the Bureau of Reclamation had put a power 
plant in there at that time, then you would not have built one; is that 
right? 

Mr. Gate. We would not have increased our power plant in size 
any. We had a plant there, sir, many years before there was ever an 
irrigation reservoir completed there. In fact, we had a plant in the 
place where our present plant is located and one in another place on 
an island, and a third one over on the other side of the river before 
the Bureau of Reclamation dam was ever constructed. 

Senator ELLENDER. Does the water flow first to your plant, or to 
the proposed plant? 

Mr. Gate. No, the water that would go through their plant would 
not be available for our plant at all. 
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Senator ELtenper. That is what would cause your loss in output; 
is that right? 

Mr. Gate. That is why we would lose that output in capacity. 
The correction of the statement of 130 million kilowatt-hours of 
increase seems to me to be of considerable importance because the 
capacity available to the area will be increased only very little and 
likewise the energy available to the area will be inc reased only very 
little by the construction of this power plant. That is the point I 
am endeavoring to make, sir; that at this time, with taxes as high as 
they are and with critical materials as scarce as they are, we should 
not spend $1,250 per kilowatt-hour to get additional ¢ apacity at a 
time when our company is building power plants on the same river 
for $340 per kilowatt of average capacity. 

Senator Haypen. That is in other locations. 

Mr. Gate. Downstream a little further. But if we use the dollar as 
the yardstick of the use of critical materials, sir, 1 believe that is the 
important part. 

Senator. Haypen. You ought to be able to tell that to those folks 
who allocate critical materials. 

Senator Younc. Mr. Gale, would the Federal Power Commission 
have any jurisdiction in this matter? 

Mr. Gar. No, sir. 

Senator O’Manoney. Do you have a chart in your prepared 
statement showing the location of the various structures existing and 
proposed? 

Mr. Gate. No, sir; I donot. We have here an official document of 
the Bureau of Reclamation that, I believe, is available to the com- 


mittee. It is entitled ‘Financial Study of Proposed Completion of 
American Falls Power Plant,’ published by the Department of the 
Interior, Bureau of Reclamation, region 1, Boise, Idaho, June 1949. 


LOCATION OF IDAHO POWER CO. PLANT 


Senator O’Manoney. Your dam is at the foot of the American Falls 
Reservoir, is it not? 

Mr. Gaur. Yes, sir. It was in existence before the reservoir dam 
was built. 

Senator O’Manoney. I visited the dam 20 vears ago, in fact, more 
than 20 years ago. Where is the propose 1d powerhouse construction 
of the Bureau in relation to your dam? 

Mr. Gaus. It is on the opposite side of the river, sir, from our power 
plant. Our dam is a horseshoe-shaped dam. I have a map here 
which will give you a clear picture. 

Senator O’Manonny. Will vou look at this chart? 

Mr. Gate. Our plant is on the eastern side of the river and the 
Government plant would be on the west side. 

Senator O’Manongey. Who built that dam? 

Mr. Gane. The irrigation reservoir dam? 

Senator O’Manongy. Yes. 

Mr. Gaus. That is what is called the American Falls Reservoir 
Dam. The Bureau of Reclamation built that dam to supply supple- 
mental water to the downstream areas. 

Senator O’Manoney. So that at the beginning of this project the 
Government of the United States, through the Bureau of Reclam: ition, 











1642 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


built the dam, and then your company obtained the right to use the 
water there stored for the development of power; is that correct? 

Mr. Gate. The sequence was a little different. Our dam and 
plant was in existence before this irrigation storage dam was built, sir. 

Senator O’Manonry. Where was your dam in relation to the 
Bureau of Reclamation Dam? 

Mr. GA.e (pointing to map). The horseshoe-shaped dam was the 
dam we had. 

Senator O’Manonry. What happened to that? 

Mr. Gate. It is still there, sir. 

Senator O’Mauonry. Where is the other on the map? 

Mr. Gave (pointing to map). The long irrigation storage dam is 
the dam right there. 

Senator O’Manonry. What is the arrangement by which the water 
is released from the Reclamation dam above your dam so that you 
can produce power? 

Mr. Gaz. The control of the release is in the hands of the USBR. 
It is released for irrigation requirements with the exception of that 
small amount of storage which we purchased at the time the dam 
was built. We purchased some basic storage at the same time the 
dam was built, just the same as an irrigator purchased it, although 
we did not have consumptive use, but merely had the right of falling 
water use. 

Senator O’Manonry. And for what period are you entitled to use 
that water? 

Mr. Gate. From now on, I believe. 

Senator O’Manoney. In perpetuity. 

Mr. Gate. I believe so. 

Senator O’Manoney. That was the understanding, was it? 

Mr. Gate. Yes, sir. 

Senator O’Manoney. It would not be very sensible if it were any 
other understanding. 


RESUME OF POWER PROBLEM 


Mr. Gate. Yes, sir. To go back to the beginning, we owned the 
land on which the Government dam is now located. We owned the 
flowage rights back up the river for a considerable distance because 
we had plans to raise this horseshoe-shaped dam, and raise the head on 
our power plant. But the irrigation districts down river wanted to 
be able to store that water. So we gave up our rights to the natural 
flow of the river and gave up this power plant on the island and one 
on the west side, together with the flowage lands and the land on 
which we own, where the dam is located, for nine-hundred-thousand- 
some dollars. We, in turn, purchased—TI would have to get the exact 
figure for the record—some storage water. 

Senator O’Manoney. Will you put a complete statement into the 
record on that? 

Mr. Gate. Yes, sir. 

(The material requested, subsequently furnished, is as follows:) 


Idaho Power Co. purchased 43,000 acre-feet of storage and obtained rights 
to the use of some additional secondary storage. 
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CONTRACT NEGOTIATIONS 


Senator O’Manoney. The point is that more than 20 years ago you 
made an agreement with the Bureau and with the irrigation district 
satisfactory all around. 

Mr. Gate. Yes, sir. 

Senator O’Manonry. Why cannot we have an agreement now that 
would be satisfactory all around? 

Mr. Gate. We have no disagreement as far as concerns the legal 
right of the Bureau to construct the plant, but we think that, under 
the guise of saying that it is the most inexpensive means of supplying 
additional capac ity to the area, that it is not a correct statement and 
is not justified. 

Senator ELuenpeR. At that point: Your basis for saying that the 

cost per kilowatt, of $1,504, is based only on the net increase. 

Mr. Gauze. Yes, sir. 

Senator ELLENDER. What would the cost be if you were to take into 
consideration the entire amount of kilowatts developed at that dam? 
Would it be any cheaper than yours? 

Mr. Gate. No, sir; I don’t think it would. 

Senator ELLENDER. Yours is $340? 

Mr. Gate. That is average, sir, as of now. 

Senator ELLENDER. Could you put in the record what would be the 
cost to the Interior if you considered the entire amount of power gen- 
erated at the dam? 

Mr. Gaue. Yes, sir. 

(The material referred to, subsequently furnished, is as follows: ) 

The cost per average kilowatt of capacity of the USBR plant in an average 
water year is $396 per kilowatt based on 1948 prices—($5,388,000). 


POWER TRANSMISSION TO MINIDOKA IRRIGATION PUMPING STATION 


Senator HaypeN. What I do not understand is this: They built a 
facility for putting in these generators at the time the dam was con- 
structed. Why have not the generators been in there all these years? 

Mr. Gate. I could not answer that, sir. At the present time, of 
course, the contention is that they need this power to pump on the 
Minidoka project, which is downstream about 30 miles. The next 
part of my presentation has to do with that phase of it, sir. 

Senator Haypren. Can you furnish them the power as cheaply as 
they can generate it? 

Mr. Gate. We believe we can, sir. If you would turn to page 11 
you will see the record of last year. We served three of these Federal 
wells on this project which they intend to complete the development 
of additional wells, and there is the record of what the power cost 
them. The cost delivered to the pump was 5% mills last year and 
if they would give us credit for the forty-eight hundredths of a mill 
which we estimated the ad valorem taxes will be levied in that com- 
munity for the upkeep of roads and schools, and so forth, based on 
the type of system that we will have, that brings it down to 4.77 mills 
per kilowatt-hour. That is $5.13 an acre. 

The Bureau of Reclamation has published a report on the project, 
in which they say that the power at the Minidoka substation, which 
was supposed to come from the American Falls power plant, would 
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cost 3 mills. It would cost 1.51 mills to distribute it out over the 
projects to the pumps, but they failed to include the cost of step- 
down transformers, meters, and services. 

When that 1.51 mills is put back in there, and also the thirty-seven 
hundredths of a mill for facilities at the pumps the total comes up to 
4.88 mills, or five and a quarter dollars per acre against our cost last 
vear of $5.13. 

There is another point that I believe is worthy of consideration, 
and that is that we serve other irrigators immediately surrounding 
this project. We serve these other irrigators in that area with electric 
service on our standard rates, and this vear we will serve 23,000 acres 
immediately adjacent to that project and in the project. 

This project [pointing to map] is outlined in green here, and we 
serve these lands outlined in red and in black, with 73 wells out in 
there, using 16,000 horsepower this vear, irrigating 23,000 acres, on 
these rates, which you see there on page 11, sir. 

Senator Haypren. Your rate, then, compares how with the Gov- 
ernment rate? 

Mr. Gate. If you will give us credit, sir, for the ad valorem taxes 
which we will pay in the community, our rate would compare, on 
the basis of 4.77 mills per kilowatt-hour, compared with their cost 
of 4.88 mills per kilowatt-hour, with their cost based on 1948 prices. 

Senator Haypren. The way the situation stands as indicated here 
by the record, the House has appropriated the money to start this 
construction. 

Mr. Gaur. Yes, sir, 


AMOUNT FOR AMERICAN FALLS PROJECT 


Senator Haypen. There is $1,300,000 included in the bill. Then 
there is a reduction, which would make it $1,236,000. You are ask- 
ing us to appropriate the budget estimate, which would be that much 
on a total cost of $6,600,000. Can they do the job for $6,600,000? 

Mr. Gaur. Not as of today, sir. That is based on 1948 costs, 
and I know we cannot build power plants today on the basis of 1948 
costs. 

Senator Haypen. The last question I want to ask you is this: Did 
you make these representations to the House committee? 

Mr. Gate. Yes, sir. 

Mr. Haypen. Nevertheless, after you made the representations, 
they allowed the money, did they? 

Mr. Gaur. Yes, sir. 

The other part of the money, Mr. Chairman, that they are asking 
for is for the transmission lines from the American Falls to Minidoka. 
They are asking for an appropriation even though we have a so-called 
wheeling contract with the Bureau of Reclamation, signed last De- 
cember 15, and wherein we are transmitting Bureau of Reclamation 
power from Anderson Ranch Dam to American Falls at the present 
time, 

COST OF AMERICAN FALLS-MINIDOKA LINE 


> 


But, nevertheless, they are asking for $233,000 to start their trans- 
mission lines from American Falls to Minidoka. 

Apparently, the fact that a wheeling contract has been signed has 
not been very effective, because they have never even asked us 
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regarding the transmission of power from American Falls to Minidoka, 
although our present transmission lines, which you will note are on 
page 8 of the filed statement, have a capacity of four or five times the 
30,000 kilowatts which they propose to install in this American Falls 
Power plant. 

Senator ELLtenpeEr. If the proposed line were built, could they trans- 
mit the electricity cheaper than under the present wheeling agree- 
ment which now exists between you and Interior? 

Mr. Gaur. No, sir. The present wheeling agreement does not 
contain a rate for the transmission of power from American Falls to 
Minidoka, but we can transmit it from American Falls to Minidoka 
much cheaper than we could in some other locations, for the reason 
that the normal flow of power over those lines is from west to east and 
not from east to west. 

So we can transmit the power as cheaply as they have estimated that 
they can do it. 

Senator Haypren. They estimate here for the transmission lines 
from American Falls to Minidoka, $670,000, of which the House has 
allowed them $100,000. 

Mr. Gaus. Yes, sir. They asked for $233,000 for a substation and 
transmission line in the justification. 

Senator Haypen. That is correct. 

Both of those have been allowed by the House. 

Were representations made as to the transmission lines and the 
substation to the House committee? 

Mr. Gate. Yes, sir. 

Senator ELLENDER. Would your present wheeling agreement per- 
mit you to take care of this situation without the necessity of building 
this extra line? 

Mr. Gaur. Yes. 

Senator ELLENDER. You would not have to enter into a supple- 
mental agreement? 

Mr. Gate. We would have to enter into a supplemental agreement, 
but it would be merely to establish another rate which is lower. 
This is the shortest distance for which we would transmit the Bureau 
of Reclamation power. It is only 31 mills. 

Mr. Chairman, may I say just a word here. Because of this in- 
formation we have gone over, we urge this committee to deny the 
appropriation for the power plant and for the beginning of this trans- 
mission line. 


LA GRANDE-BAKER TRANSMISSION LINE, IDAHO 


Senator HaypEeNn. Now let us get to the LaGrande-Baker trans- 
mission line. 

Mr. Gate. The other item for which I filed a statement has to do 
with the LaGrande-Baker transmission line, Mr. Chairman, and I 
would like to have that inserted in the record. 

Senator Haypen. That will be done. 

(The statement referred to is as follows:) 


STATEMENT OF IDAHO PoweER Co. 


LaGrande-Baker transmission line (item I-24) —BP-21__- __._. $54, 000 


This transmission line is the first step toward an expenditure of $2,140,000 
(BP-21). It constitutes an endeavor to take over a load now served under 
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long-term contract by Idaho Power Co., thereby destroying our company’s 
investment in facilities contructed specifically to serve this load and its future 
growth. The Bonneville Power Administration justifies their request for this 
expenditure as follows: 

‘“* * & The proposed LaGrande-Baker line with an interconnection with 
the Idaho Power Co. at Baker will provide for additional emergency back-up 
and interchange capacity between the Columbia River and southern Idaho and 
Utah power facilities. At the present time, the power-pool integration benefits 
are limited by the low capacity (40,000 kilowatts) of the Grace-Anaconda 160- 
kilovolt transmission line. However, with the completion of this project, the 
integration benefits of the power pool will be greatly improved, thus providing 
additional capacity for defense loads in the area.”’ 

Their statement regarding capacity of the Grace-Anaconda line is an error, 
since capacity of that line with energy flowing northward is 60,000 kilowatts 
and their additional statement to the effect that this line would provide addi- 
tional capacity for defense loads in the area is beside the point, if the Snake 
River Valley is referred to as ‘‘the area,’”’ since the Idaho Power Co. can supply 
the requirements of any foreseeable defense loads desiring to locate in the southern 
Idaho, eastern Oregon area without any power-pool interconnection, and the 
residents of the area have no desire to see their power supply siphoned off to 
other power-deficient areas at the western end of the line and its westward 
connections. 

This small request for an appropriation of $54,000 is only the prelude to the 
request for the remainder of the $2,140,000 item, and it is also the entering wedge 
for a request to be made in the near future for another $5,000,000 to construct a 
transmission line from Baker to Boise, with the ultimate objective of completely 
duplicating our company’s transmission system and the socialization of the 
electric utility business of the Snake River Valley. 

The Bonneville Power Administration further endeavors to justify this needless 
expenditure as follows: 

“In addition, through the Baker interconnection with the Idaho Power Co., 
the Anderson Ranch Dam of the United States Bureau of Reclamation may be 
integrated with the Bonneville Power Administration system, and result in an 
increase of 8,000 kilowatts during the 1954-55 winter season. This will increase 
to 30,000 kilowatts in 1958 when lower Scriver Creek Dam is completed.” 

Our company has a so-called wheeling contract signed December 15, 1950, 
under which we receive onto our system all power (not locally used or distributed 
by United States Bureau of Reclamation) from all of the Federal power plants 
(including Anderson Ranch Dam) located in southern Idaho. During the winter 
months the combined output of the United States Bureau of Reclamation Black 
Canyon, diversion, Minidoka, and Anderson Ranch Dam power plants available 
to be put onto our system is only 16,250 kilowatts, and during every winter until 
October 1956, Idaho Power Co. is under contract to deliver 13,100 kilowatts of 
this power to the Federal Government’s customers. Transmission losses amount 
to another 1,180 kilowatts, making a total of 14,280 kilowatts to meet the re- 
quirements of the Government’s customers, and leaving only 1,970 kilowatts to 
be sold to our company. Even this small amount (1,970 kilowatts) would not be 
available to Bonneville Power Administration before the winter of 1956-57. Yet 
the BPA says the expenditure can be justified on the basis of their being able to 
obtain 8,000 kilowatts from Anderson Ranch Dam, for defense use in the power- 
deficient west-coast area. That is a pitifully small amount of power for which 
to spend $2,140,000, or $265 per kilowatt for only 50 miles of transmission. 

The other benefit claimed for the expenditure is based on an unauthorized 
project, the lower Secriver Creek Dam. If Scriver Creek power plant is ever 
authorized, the entire output can and should be marketed by existing distribu- 
tion agencies through existing facilities in the southern Idaho, eastern Oregon 
area. This is an expanding, growing area adjacent to the Scriver Creek power 
plant and has need for all the firm power which can be produced at the Scriver 
Creek plants. Our company can and will provide an immediate market in the 
local area whenever it is available at prices above those which could be received 
from prospective purchasers at the western end of this chain of expensive federally 
financed transmission lines, thereby benefiting the irrigators of the Mountain 
Home irrigation project. I am sure that the people of the Snake River Valley 
will not agree to having power generated at this power plant siphoned off to out- 
side areas by any outside agency. Therefore, there will be no worth-while power 
to transmit westward over the proposed line, and the record of the past 10 years 
demonstrates that there is no worth-while power on the Bonneville system to 
send into the well-supplied Snake River Valley. 
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To construct this transmission line at this time will require an unjustifiable 
amount of critical war materials and labor for a project which will not produce 
any defense benefits until after 1956, and will be without foreseeable economic 
justification after that date. 

Therefore, we respectfully urge that this request for an appropriation of $54,000 
for preliminary work on the LaGrande-Baker transmission line be denied. 

Respectfully submitted. 

IpAHO PowER Co. 
T. E. Roacn, 
President and General Manager 


ANDERSON RANCH DAM POWER 


Mr. Gate. I will go over it very quickly because I have consumed 
a lot of time. 

This line is justified on the basis of being able to take 8,000 kilowatts 
of Anderson Ranch Dam power out of the southern Idaho area and 
over into the Bonneville power area. They are short of power over 
there and feel that they need to start this transmission line. 

We oppose it for this reason: They have asked for a line which is 
not needed at the present time. At the present time there is no power 
shortage in the area. We serve the California Pacific Utilities Co. 
wholesale, at Baker, Oreg. 

Mr. Kime, who will follow me later, will cover some of the factors 
involved there. 

I wish to point out that the Anderson Ranch Dam power is all being 
transmitted to other Government customers under this contract until 
after October 1956, and that there would be no power available from 
Anderson Ranch Dam to be taken over into the Bonneville area. 

As far as the other element of justification, it is based on an as yet 
unauthorized power development: the Scriver Creek power plant. 

If the Secriver Creek power plant is constructed, I am sure that the 
inhabitants of the Snake River Valley will not want that power to 
be taken away from that area over on to the west coast, or into any 
other area, 

Se nator HaypreNn. One would assume that by reason of the ex- 
tremely low price of Bonneville power, that instead of taking power 
out of Idaho at a higher price, that some would come in from Bonne- 
ville. 

Mr. Gate. That is not the purpose. The justification which they 
have presente . is “in addition to the Baker interconnection with the 
Idaho Power Co., the Anderson Ranch Dam of the United States 
Bureau of ano may be integrated with the Bonneville Power 
Administration system, and result in an increase of 8,000 kilowatts 
during the 1945-55 winter season. This will increase to 30,000 
kilowatts in 1958, when the lower Scriber Creek Dam is completed.”’ 

Senator Haypen. The substance must be that there is no surplus 
power of Bonneville, in that area, that could be interchanged now. 

Mr. Gaur. I am sure that is true, sir. 

Senator Haypen. It has been very strongly argued by Senator 
Dworshak before this committee that Bonneville power rates could 
not be made applicable to Idaho because if they were they would 
make infeasible the construction of certain power developments that 
the Reclamation Bureau has in mind. 

So that power would have to be sold at a higher rate than Bonneville. 
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It would appear to me that each area ought to stand on its own bot- 
tom. 

Mr. Gaur. These projects that we are familiar with, the Federal 
projects, require a rate of three to 4.4 mills per kilowatt-hour at the 
power plant. 

Senator Haypren. I was under the impression that 5 mills was 
cheap power that anybody could pay and it was not necessary to get 
it down to 2 or 243 mills. 


COST OF LA GRANDE-BAKER LINE 


Mr. Gaur. Likewise, sir, we urge that the committee deny this re 
quest for $54,000 to initiate construction of the La Grande-Baker 
transmission line, because we feel that it is merely the entering wedge 
and a beginning of a further request from them to complete the line 
at a cost of $2,140,000. . 

Senator Haypen. That is what the record shows here, that the 
total cost is $2,140,000. 

Mr. Gate. Yes, sir. 

And since there is no immediate need for the line, we believe that 
valuable defense man-hours and materials should not be used at this 
time to initiate construction of that line. 

Senator Haypen. It is half past 12 now. You folks have com- 
pleted your statement, as far as your company is concerned; is that 
that correct? 

Mr. Gate. We have Mr. Doran from the Montana Power Co., and 
Mr. Kime, from the California-Pacific Utilities Co. We hope that 
Mr. Loiseau, of the Public Service Co. of Colorado, has arrived. He 
was intending to be here at the time scheduled to be 3 p. m. 

Senator O’Manonery. Mr. Chairman, may I ask a question before 
the witness leaves the stand? 

Senator Haypgen. Certainly. 

Senator O’Manonry. What is the rate at which you sell power? 

Mr. Gate. We have different rates, sir. 

Were you interested in the irrigation rates? 


POWER RATES 


Senator O’Manoney. No, power rates. What is the rate at which 
you sell power? 

Mr. Gate. Do you mean general service power? 

Senator O’Manoney. Yes. 

Mr. Gate. It runs all the way from—we are serving some large 
furnaces at rates down as low as 3.6 mills. 

Senator O’Manonry. Will you put in the record a complete 
schedule of your rates? 

Mr. Gaur. Iean. It will be quite voluminous. 

Senator O’Manoney. I think the committee would be glad to 
have it. 

Mr. Gate. There are a lot of them. You see what I mean, there 
are different classes of service, and so forth. 

Senator O’ Manoney. Suppose you make it available to the com- 
mittee. It is the important issue in the whole business. 

(The schedules appear on p. 1936) 

After all, the so-called private utilities, which we used to call public 
utilities in the old days, would never have had any trouble with public 
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power if they had been satisfied to serve customers who wanted power 
at a rate that was satisfactory. 

The history of the development of public power in this country has 
been the history of the unwillingness of private power to serve the 
markets. Therefore, I would like to have available to the com- 
mittee—whether we put it in the record, or not, is another matter— 
your complete schedule and I would like that for each of these com- 
panies involved, so that the members of the committee will be in a 
position to make a comparison. 

[ would like also, sir, to ask something about the corporate structure 
of your company, where it was incorporated. 

Mr. Gaur. Our company was incorporated in Maine, sir. It is 
owned by 10,500 stockholders. 

About 39 percent of them live in Idaho and 59 percent of them live 
west of the Rocky Mountains. 

Senator O’Manoney. It was incorporated in the State of Maine 
to serve the pe ople of Idaho. 

Mr. Gaur. Yes, sir. 

Senator O’Manonery. It was one of the curious anomalies of cor- 
porate organization. 

Mr. Gaur. It is very common. 

Senator O’Manoney. Yes, it was very common in the days when 
corporations were organized with their principal offices in distant 
States. It was for the purpose of making it difficult for stockholders 
to attend the stockholders’ meetings. 

There is ample record on that. It has nothing to do with our case 
now. 

Were you ever affiliated with any other corporation? 

Mr. Gate. Yes, sir. Years ago we were a member of the Electric 
Power & Light Co. 

Senator O’Manonry. You were separated from that by reason of 
the legislation in 1933 or 1934; is that right? 

Mr. Gaur. Yes, sir. 

Senator O’Manonrny. And you are completely independent now, 
are you? 


Mr. Gate. Yes, sir. 
IDAHO POWER CO. EXPANSION PROGRAM 


Senator O’Manonry. What plans do you have for expansion? 

Mr. Gate. Well, since the war, we have added to our power pro- 
duction very materially. I can give you the exact figure, but it is 
right at 17; 5,000 kilowatts of additional capacity, and we have spent 
something over $78,000,000. 

Senator  Daalden Is that all hydro development? 

Mr. Gaur. All hydro, sir. We don’t have any steam. 

Senator Haypen. That is, the flow of the stream is such the year 
round that you can get all the power you need out of water; is that 
right? 

Mr. Gaur. Yes, sir; by a combination of power plants. 

Senator ELLtenper. How do you firm the power? 

Mr. Gate. We have power plants on the lower part of the Snake 
River, which is below the major irrigation use, and those power plants 
are below huge springs which return water into the river and flow at a 
constant flow the vear round, 
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Senator ELtenpEr. In other words, you firm high-load factors with 
hydroelectric power. 

Mr. Gate. Yes, sir. Most of our plants, however, with the excep- 
tion of this one here, are relatively high load factor plants inherently. 
This is the lowest load factor plant we have, and if it is dropped down 
to this low use, there is a grave question whether we can continue to 
keep the power plant on the tax rolls bee ‘ause, to start with, it is only 
a 53-percent load factor power plant and after the Federal plant is 
built it will drop to 23 percent load factor. 

That is the point which some of the people in the local county are 
very much interested in, because when that power plant drops off the 
tax rolls it means a flat 15-percent increase in ad valorem taxes for the 
remaining taxpayers as of today. 

Senator O’Manoney. Mr. Gale, you said that Mr. Loiseau, president 
of the Publie Service Co. of Colorado, is on his way; is that correct? 

Mr. Gatn. Yes, sir. He is supposed to have arrived in here about 
noon today by train. 

Senator O’Manoney. How about Mr. Kime? 

Mr. Gate. Mr. Kime is right here, sir. 

Senator O’Manoney. And are you going to testify, Mr. Kime? 

Mr. Kime. Yes, sir. 

Senator O’Manoney. And how about Mr. Doran? 

Mr. Gate. He is right here, sir. 

Senator O’Manonery. I thought that you, Mr. Gale, represented 
the Idaho Power Co., Mr. Kime represents the California-Pacific 
Utilities Co., of Baker, Oreg., and Mr. Doran represents the Montana 
Power Co., of Butte, Mont., and Mr. Loiseau represents the Public 
Service Co. of Colo. 

How many of these companies were previously associated with 
Electric Bond & Share? Yours was. 

Mr. Doran. Montana Power was. 

Mr. Kime. We have never been a part of a holding company. 

I might add we also operate a small hydro plant and Diesel stand-by 
in one of your towns, Senator, Coke ville. 

Senator O’Manoney. Are you a subsidiary of any other company? 

Mr. Kime. No, sir; we are absolutely an independent western 
company. 

Senator O’Manoney. We like to see the people of Wyoming inde- 
pendent, since you operate in Cokeville. 

Mr. Doran. However, Senator, I would like to state that the 
Montana Power Co. is now out of the holding company and it has 
been for the past year. We are now an independent, investor-owned 
company. 

Senator O’Manonry. How was this organized presentation worked 
up among these different companies? 

Mr. Doran. Which organized presentation? 

Senator O’Manoney. Well, you are all coming here at the same 
time, and Mr. Gale has made the announcement. 

Senator HaypEN. You are testifying on different subjects. 

Mr. Kime. We are all from east of the Cascades. 

Senator O’Manoney. Then this joint presentation is just by 
accident of the action of the committee? 

Mr. Gate. I did not see Mr. Doran until last night, and have not 
seen Mr. Loiseau yet. 
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And Mr. Parry, who is going to come and testify for some of the 
irrigators of Idaho, is due in here at 2 o'clock, and, of course, we had 
all scheduled our presentation for 3 o’clock this afternoon. 

Senator O’Maunonery. The reason why I asked the question is that 
it was quite obvious, from your statement, Mr. Gale, that you had 
very accurate knowledge as to when each witness was to arrive. 

Mr. Gaue. I had that; yes, sir. 

Mr. Kime. We buy power from the Idaho Power Co., that is all 
our needs over and above our own generation. 

Senator Haypen. What we will have to do is to stand in recess 
until 2 o’clock, and maybe we can expedite this matter. 


AFTER RECESS 
BONNEVILLE POWER ADMINISTRATION 


STATEMENT OF ELMER E. KIME, VICE PRESIDENT, CALIFORNIA- 
PACIFIC UTILITIES CO., BAKER, OREG. 


OPPOSITION TO TRANSMISSION LINE CONSTRUCTION 


Senator Haypren. Mr. Kime, you may proceed. 

Mr. Kime. My name is Elmer Kime, and I am a vice president and 
division manager of the California-Pacifie Utilities Co. with head- 
quarters in Baker, Oreg. I have a prepared statement and a copy 
of a letter that I would like to file with the committee for inclusion 
in the record. 

Senator Haypgen. They may be included. 

(The documents referred to are as follows:) 


STATEMENT OF CALIFORNIA-PaActFic UtiLitires Co. 


The California-Pacific Utilities Co. with headquarters at Baker, Oreg., serves 
14,460 customers in a 20,000 square-mile area covering most of four counties in 
eastern Oregon, about 50,000 people live in this area. Though a small business, 
our company carries electricity to every town and community, including service 
to 99% percent of all farms in our territory. 

We are more than keeping ahead of the increase in demand for service, though 
the Northwest is generally thought of as a power-shortage area. During the past 
116 years, or since our company acquired the property, we have more than doubled 
our electric lines. Specifically, during this period, our total number of customers 
has increased 29 percent and our rural customers, 71 percent. Peak demands 
have inereased 127 percent, and we are selling about 140 percent more kilowatt 
hours than 4% years ago. Transmission-line mileage has increased 150 percent. 
Rural-line mileage, 109 percent, and substation capacities, 116 pereent. The 
investment necessary to achieve these goals has been more than $2,250,000. 

Exception has been taken to some of these statements, as you will presently see. 

We are not, however, resting on past laurels. We will continue our construction 
program ahead to the point where no one will lack for service, irrespective of how 
great the increase in demand might be. For example, this year—in 1951—we 
will, unless defense needs interfere, build 80 miles of new rural lines, enabling us 
to achieve virtual 100-percent farm coverage in this section of eastern Oregon. 

Since our load and use studies projected into 1960 show that we must prepare 
for a still greater use of electricity, we have already negotiated firm, long-term 
contracts with all our suppliers. For example, to satisfy our projected needs, 
the Idaho Power Co. has about completed the construction of a new 138,000-volt 
transmission line to Baker, Oreg., the central point of our operation. This line 
will provide us with all the capacity we need. We have believed our best interests 
lay in securing our purchased power from a taxpaying, business managed utility, 
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such as the Idaho Power Co. We have placed a dependence in them and it has 
been justified. Remember, too, gentlemen, we offered on several occasions to 
build a line to connect with the Bonneville Power Administration supply source 
at Pendleton, Oreg., but the offer was declined. Last year we completed a 
69,000-volt line into Harney County, and next vear a new second transmission 
line into Grant County from an Idaho Power Co. interconnection will be com- 
pleted. The initial section of this line, extending from John Day, Oreg., to Bates, 
Oreg., will be completed this year. This will add an additional 10,000 kilowatts of 
firm power, or a total of 51,100 kilowatts of capacity from all sources added since 
July 1, 1946. This is an increase of almost 300 percent of our combined 1946 
supply. 

Yet in spite of our proved ability to take care of our area’s demand for electric 
service and our forehandedness in making provisions for the future, we are need- 
lessly being invaded by Bonneville Federal power operations. 

To augment their efforts toward building transmission lines, attempts are now 
being made to brand the facts we present as false. The latest statement to 
discredit our testimony is contained in the Congressional Record of May 1, 
1951. On page 4749, under the section headed ‘‘Eastern Oregon,’ the following 
statement was entered by Representative Jackson, of Washington: 

“The statement that the ‘California-Pacifie Utilities Co. has more than doubled 
its electric lines and tripled its power supply in the past 5 years’ is misleading.’’ 

In answering such a statement accusing us of giving misleading facts, we can 
only point to our record and our reports as filed with the various regulatory 
commissions. We are proud of this record. Also, if we were short of power 
supply capacity as claimed, how could we have achieved the gains we made in 
1949 and 1950? Power in the necessary quantities has been available. The 
new line being constructed by the Idaho Power Co. to connect with our system 
at Baker, Oreg. has been held up due to a controversy with the Bureau of Land 
Management. We believe you can well understand the controversy is not a 
one-sided matter. There is a long record of delaying tacties covering lines of 
this type when built by business-managed utilities. Can this be one segment of 
a pattern designed to discourage and dishearten us of the power industry? It 
certainly appears that such is the intent. 

For clarification and refutation of the statement attributed to Mr. E. K. 
Albert, our vice president and chief engineer, there is attached a letter by him 
setting forth what was said at the time he talked with Mr. H. R. Richmond of 
the Bonneville Power Administration. 

Our conclusion is that the information contained in the Congressional Record 
is a firm effort to discredit our ability to serve our customers and load area. It 
is the type of statement which makes us believe that we are being circumvented 
by a distortion of the facts. May we state that no customer of ours has ever 
been denied service in any quantity needed? Of this fact we are also proud. 

This committee has before it a 1952 budget request for La Grande-Baker 
(item I-24) for $53,000 to cover costs of a survey to be made by the Bonneville 
Power Administration for a transmission line proposed to be built from La Grande, 
Oreg., to Baker, Oreg. There is also requested the sum of $1,000 for'a substation 
site survey to be made at Baker, Oreg. Interestingly, this $1,000 is more than 
double what a 5-acre substation site would cost in the immediate outlying Baker 
area. The total estimated cost of these proposed Government facilities is 
$2,140,000. 

The purpose of this survey to be made with money now being requested would 
be to build facilities from La Grande into Baker so that there will be a trans- 
mission line all the way from McNary Dam to Baker, Oreg. This committee 
will recall that $3,331,000 was estimated in fiscal 1950-51 bill as the total amount 
needed for the construction of a line into La Grande, Oreg., from McNary Dam, 
Though this line reportedly is to be built this year, it is not yet under construction. 

It is our understanding that for fiscal 1951-52 bill under MeNary-La Grande 
(item I-23), a request is made for $1,531,000 to continue the project, with comple- 
tion scheduled during 1952. 

We wish to point out a strange circumstance in connection with these two re- 
quests. The appropriation for the MeNary-La Grande line (item I-23) is justified 
by the following phrasing: 

“Will relieve an imminent power shortage in Union, Baker, and eastern Grant 
counties of Oregon. Power will also be available for future interconnection with 
California-Pacifie Utilities Co.” 

In direct contrast to this phrasing is the justification contained in La Grande- 
Baker (item I-24) which is quoted in part: 
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“This line will initially operate at 115 kilovolts. The California-Pacifie Utili- - 
ties Co. is at present serving the Baker area with power obtained from the Idaho 
Power Co. and from small company owned hydro and steam plants. The pro- 
posed La Grande-Baker line, with an interconnection with the Idaho Power Co. 
at Baker, will provide for additional emergency, back-up and interchange capacity 
between the Columbia River and southern Idaho and Utah power facilities. At 
the present time, the power pool integration benefits are limited by the low capac- 
ity (40,000 kilowatts) of the Grace-Anaconda 160 kilovolts transmission line.’ 

‘* * * through the Baker interconnection with the Idaho Power Co., the 
Anderson Ranch Dam of the United States Bureau of Reclamation may be in- 
tegrated with the Bonneville Power Administration system and result in an in- 
crease of 8,000 kilowatts during the 1954—55 winter season * * = *,” 

It is to be emphasized that this claimed advantage is not possible, because all of 
Anderson Ranch generation is under contract to Idaho Power Co. until October 31, 
1956. In addition, however, the Bonneville Power Administration would justify 
this expenditure on the ground that this 8,000 kilowatts will increase to 30,000 
kilowatts in 1958 when lower Scriver Creek Dam is completed. Again it is to be 
emphasized that even this 30,000-kilowatt advantage, an advantage that is not 
even anticipated for 7 vears, is based entirely upon an unauthorized power plant 
which may never be constructed. 

Irrespective of how you figure costs, this will be high-priced power. On the 
basis of the 8,000 kilowatts to be initially available in the 1954-55 winter season, 
Bonneville would have $265 invested in facilities per kilowatt, and based on the 
30,000 kilowatts that might be available in 1958—which would require a $5 million 
transmission line to Boise—-Bonneville’s new additional investment in lines east of 
La Grande would be $235 per kilowatt of anticipated benefits. 

It is amazing to compare these two justifications. Last year you made money 
available to build the line from McNary to La Grande because you were led to 
believe that it would carry McNary power into a power-shortage area. If you will 
examine the argument made this year by the Bonneville Power Administration 
you will find that they now propose to use the La Grande to Baker line to carry 
power north from Idaho to La Grande and MeNary. They expect to obtain 
8,000 kilowatts of power in 1954—55 and 30,000 kilowatts in 1958. 

It’s an elementary principle of electric transmission that electricity cannot 
move between two points in two directions at the same time. This cannot happen 
any more than two trains can operate on a single track, Moving in Opposite direc- 
tions at the same time. Yet, this is the argument that has been made to you. 
They have said that they are going to carry power from McNary south, and now 
they claim that they are going to carry power from Idaho north. This is an 
engineering feat worthy of note if it can be done. It certainly appears that the 
$3,331,000 made available last year, the $2,140,000 to be spent for additional 
facilities if the surveys are approved this vear, is a clear waste of taxpayers’ 
money The copper, steel, and aluminum needed for the construction is a waste- 
ful use of scarce defense metals. According to all latest published reports, power 
from MeNary Dam will not be available until December 1953, and only then in 
small limited quantities. Bonneville’s Power Administrator, Paul J. Raver, in 
his 1950 annual report has stated: 

“Even with the completion of McNary and Chief Joseph Dams, the region 
meaning the Northwest—will find itself still short of the power supply needed to 
fulfill its requirements for either peace or war-time purposes 

As I have already demonstrated, the section of the Northwest served by our 
company is not short of power. During the severe cold-weather period in January 
of this year we were called upon to assist in providing needed electric capacity to 
the power-short areas of Washington and western Oregon. By operating our 
Baker steam plant at capacity, running hydro plants and Diesel plants, and eall- 
ing for full production at the Mount Emily Lumber Co., La Grande, and the 
Edward Hines Lumber Co. at Hines, Oreg., we were able to contribute 3,100 kilo- 
watts. During this same period the Idaho-Utah-Montana interconnected sys- 
tem supplied up to 105,000 kilowatts into these power-short areas. Our part was 
small but essential. 

The power-shortage areas are in the western part of Oregon and Washington. 
Consequently, lines that you authorized last year and the facilities for which funds 
are requested this year will not be used to supply Columbia River power to our 
area, 

We have no power shortage, and none is indicated in the foreseeable future. 
This is beeause we have a long-term contract with the Idaho Power Co. which 
provides for any future load increases. 

83686—51—pt. 2——28 
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We have substation capacities in Baker County now that are only 68 percent 
loaded and firm power to back up full capacity. It is difficult for us to under- 
stand why Bonneville Power Administration proposes to thrust a 20,000-kilowatt 
substation into La Grande and a second one into Baker, when they only provide 
service to private utility companies, in the Northwest, on a day-to-day basis. 

We know that the $3% million McNary-La Grande line authorized last year and 
the $24 million Baker line are just the beginning of Bonneville’s long-range 
program to take us over and to invade the State of Idaho. This current $54,000 
request is the opening wedge of an ultimate additional $7,000,000 expenditure for 
carrying this line into Boise. The Bonneville Power Administration argues that 
it wants to build these facilities to obtain power, not to deliver power. 

For the above reasons, on behalf of my company, I hereby protest this new 
request and urge that it be denied until such time as the power supply situation in 
Oregon and Washington is clarified and stabilized. Furthermore, I respectfully 
ask this committee to reexamine its action of last year and deny the construction 
of the McNary line, and, therefore, prevent enormous waste of copper, steel, and 
aluminum. 

I have already stated what our company has done to provide improved service 
and to prepare for the future. Through our suppliers of firm power, we can make 
available a power capacity in excess of 68,000 kilowatts to the four counties we 
serve. This is three times our highest peak demand to date; but are we doing all 
this—building as we have never built before—with ultimate destruction as our only 
reward? Of what importance is this effort if each Bonneville extension makes our 
position less secure? Because of its inability to supply power on a firm basis, all 
that Federal agency gives or can give is uncertainty and instability. Our custom- 
ers, employees, and investors, in our opinion, deserve something better. 

Respectfully submitted. 

Excmer E. Kime, Vice President, California-Pacific Utilities Co. 


This statement prepared May 18, 1951. 





CaALIFoRNIA-Paciric Utiiitres Co., 
San Francisco, May 14, 1961. 
Subject: Operations. 
To: Mr. E. E. Kime. 

I note that the Congressional Record dated May 1, 1951, carries the following 
statement on page 4749, made by Congressman Jackson of Washington: 

“The statement that California-Pacifie Utilities Co. has more than doubled its 
electric lines and tripled its power supply in the past 5 vears is misleading. 

“The company has no adequate power supply of its own. It depends, to a 
considerable extent, upon the purchase of power from the Idaho Power Co. at 
Baker. On November 16, 1949, Mr. E. K. Albert, vice-president and chief 
engineer of the California-Oregon Power Co. told a BPA representative that the 
Idaho Power Co.’s present Baker-La Grande 66-kilovolt circuit is loaded to 
capacity. He stated further that the proposed BPA line from MeNary Dam to 
La Grande would have to be completed in the near future to supply the company’s 
needs from the Bonneville system at La Grande.” 

I would like to make the following comments on this statement: 

Our company has a 12-vear contract with Idaho Power Co. for supplving our 
requirements in Baker and Union Counties. It is a firm contract and T believe 
that Idaho Power Co.’s record in meeting its obligations to power users in Idaho 
and eastern Oregon speaks for itself. At no time since or during World War II 
has there been any brownout or curtailment of power use in our eastern Oregon 
territory or in the other territory served by Idaho Power. Contrast this with 
the record in western Oregon and ask yourself why anvone in his right mind 
would say “the proposed line from McNary Dam to La Grande would have to be 
completed in the near future to supply the company’s needs from the Bonneville 
system at La Grande.” 

The quotation of my other statements to a ““‘BPA representative’ are about as 
accurate as the description of my connections in our industry and the ownership 
of the Baker-LaGrande line. As you know, I am not and never have been con- 
nected with the California-Oregon Power Co., and that company has no holdings 
in eastern Oregon and their knowledge of conditions in that area can only be from 
hearsay. As you also know the Idaho Power Co. own the line from Huntington 
to Baker and we own the line from Baker to LaGrande. 
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About my meeting with a BPA representative. You will recall a letter dated 
November 2, 1949 from our Mr. R. K. Evans to me stating that on October 31, 
1949, Mr. H. R. Richmond, manager of the Walla Walla office of BPA, contacted 
Evans and A. B. Olson of our company at LaGrande and expressed a desire to 
talk to me about the capacity of the proposed BPA substation at LaGrande. 
Before I replied to Evans’ letter I had a telephone call from Richmond. He 
wanted to know when I would be in eastern Oregon and wanted to meet me in 
LaGrande. I told him I was not planning a trip in the near future as I was pretty 
well tied up with office detail. I further told him that ia my opinion we could add 
little to the knowledge he had regarding the present and future power loads in 
Union County. Richmond later called me and said he would be in San Francisco 
some time soon and would like to see me. We made an appointment by an ex- 
change of telegrams and he came to see me on the 16th. I have a habit of making 
notes of matters discussed immediately following any conference of importance. 
I did so following this confefence and my notes indicate that Mr. Richmond and 
I discussed the following matters: 

1. Capacity of LaGrande substation proposed to be installed by BPA. 

2. Possible sale of energy to our company by BPA if the MeNary-LaGrande 
line is built. 

3. New form of long term contract offered to private utilities by BPA. 

4. REA in Long Creek area. 

I told Mr. Richmond that I could not add anything to the knowledge that 
BPA had in regard to the load in Union County. In regard to the sale of power 
to us by BPA I outlined the terms of our contract of August 1, 1949 with Idaho 
Power and pointed out that they were building a second 66-kilovolt line to Baker 
which would more than double their delivery capacity to us and that we in turn 
had signed a long term contract with substantial annual minimums. I also 
pointed out that the new line is designed for future operation at 138 kilovolts 
which would make it possible for Idaho Power Co. to deliver approximately 5 
times our present requirements. I told him that possibly we could purchase 
additional requirements from BPA rather than increase the voltage on the new 
line, if and when our requirements increased to that point. I said that such an 
arrangement might be advantageous to us since it would make a second line from 
Baker to La Grande unnecessary. I pointed out that although Idaho Power Co. 
line from Huntington to Baker was well loaded the line from Baker to La Grande 
has ample capacity for the presently foreseeable load in Union County. 

Mr. Richmond then brought up the situation in the Long Creek area and I 
advised him that that matter was one for Mahrt, the people of Long Creek and 
the court to decide. He pointed out that if we would withdraw we would prob- 
ably be able to purchase BPA power for our John Day area. I replied that we 
could not withdraw at our option since we had a firm contract with Mahrt which 
obligated us to buy his property in case the court decided the REA option was 
invalid. He pointed out the need for an additional source of power in the John 
Day Valley and I told him that we planned ultimately to have another connection 
with Idaho Power at Unity or some other point northeast of Prairie City. 

Summing it all up the claims by BPA regarding a power shortage in our four 
counties in eastern Oregon are absurd. In John Day Valley we have taken on one 
lumber mill with a demand in excess of the total demand in the area when we took 
over the property. The total demand is about four times what it was when we 
took over in 1945 and we are taking care of it. Im Burns we have met similar 
increases in our customers’ demands without delay. The record is the same in 
Union and Baker Counties. We are in the process of installing facilities to serve 
a load of 500 kilovolt-amperes for a lumber mill at Union, Oreg. I have about 
completed negotiations with the Salt Lake Pipe Line Co. to serve their proposed 
pumping station at Baker, Oreg. for an immediate load of 600 kilowatts and an 
ultimate load of 750 kilowatts. These are recent examples of the many new loads 
we have served since the end of World War II. 

Again I say that the essential fact overlooked by Congressman Jackson is that 
we in our service area and Idaho Power in theirs have never refused and never 
curtailed electric service to any prospective or present customer who could qualify 
for service under our filed rules which are administered and set by State regulatory 
bodies. 

Yours very truly, 
E. K. Apert, Chief Engineer. 


(The accompanying map was filed with the committee.) 
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Mr. Kime. I also have filed a letter-size map for reference purposes. 

Senator O’Mahoney mentioned this morning he would like to have 
some information in the record about our company. We are a 
domestic California company organized and operating under the laws 
of that State. We have approximately $10,000,000 of bonds and 
equity securities outstanding, 60 percent of it in bonds, 22 percent in 
common stock, and 18 percent in preferred. Approximately 62 percent 
of our stockholders reside in California, 22 percent in Oregon, 4 
percent in Washington, and the balance throughout the rest ‘of the 
country. I am here for a twofold purpose: first, to request your 
examination of the McNary-La Grande 230-kilovolt transmission line 
for which Bonneville is requesting $1,531,000 this year and, second, 
to oppose the $54,000 request for surveying the Baker-La Grande 
line which, if authorized, will lead to an ultimate additional Federal 
investment of $2,140,000. 

I have with me photographs of the Bonneville’s material dump at 
Meacham, Oreg., between Pendleton and La Grande, and there are 
other dumps that I do not have pictures of, located at Mission and 
Stanfield. I would like to present those to you, Mr. Chairman, for 
you and the committee to study. 


BAKER-LA GRANDE-MC NARY LINES 


I cannot understand how these transmission lines reached their 
present status without the people in the area being informed about 
Bonneville’s intentions. For instance, we only learned about the 
Baker-LaGrande line proposal accidentally through a newspaper 
item a few weeks prior to my appearance before the House committee 
on appropriations. The MecNary-LaGrande line, which is item 23, 
page reference BP-20, is estimated to cost $3,331,000. This is 
specified as a 230 kilovolt line and in the justification it is stated that 
the line will relieve an imminent power shortage in Union, Baker and 
Eastern Grant Counties of Oregon. Bonneville’s estimated peak loads 
for Union County are stated at 7,200 kilowatts in 1952. Actually, in 
January 1951 of this vear the Union County peak load was 7,900 
kilowatts. Reputable engineers have advised me the carrying 

capacity of this proposed $3,500,000 line is approximately 250,000 
kilowatts, or 30 times the present peak requirements of the county. 

We have testified here on this matter before. I believe you have 
heard a lot about the power shortage conditions on the West Coast. 
I submit that Bonneville has no electric power to — to our 
area, but instead, the power companies east of the Cascades, collec- 
tively, transmitted 105,000 kilowatts into the Northwest power pool 
in January of this year. 

Senator HaypEeNn. Could that line be designed as a part of an inter- 
connecting system of power between California and Oregon? 

Mr. Kime. No, sir. The interconnection that is being proposed 
south of Klamath Falls to the Shasta Dam area is in the southwestern 
part of the State. We are over in the eastern part of the State next to 
the Idaho line. 

We have a 12-year contract with the Idaho Power Co. to supply 
all of our needs above the generation of our own 6 generating plants 
and the energy that we now purchase from two large sawmills. We 
have never refused service to anyone in our county service area, large 
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or small, but, instead, have expanded our service at an almost un- 
believable rate. We expect to accomplish practically 100 percent farm 
coverage this year and to also add approximately 3,000 kilowatts of 
new load. One of the larger items is a 1,000 kilovolt- ampere substa- 
tion for a pumping plant for the Salt Lake Pi ipe Line Oil Co., that put 
in a transmission line from Salt Lake City through Idaho, and Baker 
and on up to Pasco, Wash. 


DUPLICATION OF POWER FACILITIES 


I therefore respectfully request your reconsideration of Bonneville’s 
plans to construct this huge capacity 230-kilovolt line in an area that 
is now adequately served, where no power shortage has ever existed, 
and where the Bonneville Power Administrator has no customers. 

Further, he will have no power available, according to his own 
statements, until 1954. 

Incidentally, the MeNary-LaGrande line will require almost 
2,000,000 pounds of critical materials. 


LA GRANDE-BAKER LINE 


The second request, the LaGrande-Baker line, Bonneville Item 
No. 24, page reference BP-21, I believe shows better than any other 
illustration which has come to my attention the fallacious justifications 
that are being presented to this honorable committee. The LaGrande 
line, item 23, is justified to relieve power shortages in Union, Baker, 
and Grant Counties. The very next item, item 24, is stated as being 
justified to permit hauling excess power away from our area. We 
believe that the proposed lines, with their tremendous capacities, 
will not benefit the economy of eastern Oregon but will, instead, 
penalize and forever remove the future potential of the natural re- 
sources which are rightfully ours, and which we will develop if we are 
given the right to do so. 

The Baker-LaGrande line, if built, will duplicate our existing 
66,000-volt and 22,000-volt transmission lines for 52 miles. 

I do not know whether you have glanced at the map or not. 

The red dotted line shows the proposed Bonneville line. The con- 
tinuation, of course, would be to Ontario via Baker on into Idaho. 
This plan is shown in the Bonneville Power Administration’s ad- 

vanced program of a couple of years ago. 

The heavy lines are existing and proposed lines of the Idaho Power 
Co. and our own. 

You will note that I have typed in that the line into Burns was 
completed in 1949. At the time I first appeared before this com- 
mittee, we showed that as a proposed line. It is now completed. 
The dot-and-dash line from Huntington to Baker is practically com- 
pleted. We have let contracts to build the line from Prairie City to 
a place called Bates which is not shown on the map. This will be 
completed this year and next vear, the second connection a Idaho 
Power will be made, to the ¢ Grant Ber: Harney County are: 

I will be glad to answer any questions which the seesielies might 
have. 

Senator Haypen. Were these representations made to the House 
Committee on Appropriations? 

Mr. Kime. Yes, sir. They were. 
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Senator Haypren. We have here shown that the House allowed 
$1,531,000 for McNary-LaGrande line, which is to be constructed at 
a total cost of $3,331,000. $54,000 has been allowed to commence 
work on the LaGrande-Baker line, which is to cost $2,145,000. 

Mr. Kime. I did not know what the exact effect would be of the 
various amendments that were put through. I believe it was Con- 
gressman Ford, was it not, from Michigan, that had an amendment 
favorably acted upon, which reduced Bonneville’s money by $5,- 
500,000? Of course, if there was not any specific project——— 

Senator Haypren. There was no earmark as to what it was for. It 
was just a reduction in the lump sum. 

Mr. Kime. Mr. Chairman, I appear here on the basis of the merits 
of the problem. We have always supplied the area adequately. We 
have substation and transmission facilities that are only presently 68 
percent loaded. We do not have that margin in Grant and Harney 
Counties, which this line will not affect at all. The effect of this line, 
of course, will be entirely Union County and Baker County. 

Senator Haypen. The House committee report reads: 

Although it has recommended a general reduction of $2,000,000 in the estimate, 
the committee has approved the Bonneville construction program as submitted, 
with one additional item. 

That is, that a substation should be provided at Warren, Wash., 
$48,000, the sum approved to be available for that purpose. 


PROPOSED GOVERNMENT TRANSMISSION LINES 


Mr. Kime. I still submit, Mr. Chairman, Bonneville has no power 
to transmit into our area. Also we are talking about very thinly 
populated areas. I think they are very comparable to some areas in 
vour State. I worked in your State for many years with the Arizona 
Power Co. on Fossil Creek, and for the Old Dominion Co. The area 
I am talking about in eastern Oregon is very similar to the upper 
Payson country Bonneville is proposing to build first 73 miles of 
line for $3,331,000: second, another $2,140,000 for 50 miles more into 
Baker. T hey propose using 800,000 circular mil cable. There is not 
any question in the minds of most of us but what this is part of the 
ultimate plan of a backbone line across the whole country 

Senator Haypren. That is, to interconnect their lines with the 
Idaho Power Co. area? 

Mr. Kime. Either that, or, if you look at their advance program, 
you will note they udinads a line clear through the State of Idaho 
ultimately. I am also wondering whether, at this particular time, 
that the use of critical materials is warranted. 

The Congress has not authorized any power plants in the area 
but the lines will be there. There is no power to bring over from 
the coast and none from our area that we want to see taken out. 


POWER RATES 


Senator HaypEen. What was the difference between their average 
rate and yours? 

Mr. Kime. My power cost slightly less than 5 mills, that we bought 
from, he Idaho Power Co. last year. Bonneville’s average revenue, 
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I believe, from all sources, including their dump power to the alu- 
minum plants, is about 24 mills. 

Senator HaypENn. Do you depend upon the Idaho Power Co. entirely 
as your source of power? 

Mr. Kime. No; about 60 percent. 

Senator Haypen. The rest of it you have steam? 

Mr. Kime. We have one steam plant, five hydro plants, and buy 
power generated from waste fuel from two sawmills. 

Senator Haypren. What fuel do you use in the steam plant? 

Mr. Kime. Sawdust and hogged fuel from the sawmills in the 
Baker area. There are no steam-generating plants in Baker other 
than ours. 

We also sell steam for dry kilns to one of the sawmills. 

Senator Haypen. I was wondering about the lumber industry 
existing there. When that is gone, you have to find another source 
of power. 

Mr. Kime. They are on a perpetual-yield basis. We are positive 
they have at least 50 years ahead of them. We think it is beneficial 
to the economy of the area to use the waste fuel for generating pur- 
poses, rather than to run it through the burners. 

Senator HaypEN. It costs you about twice as much to do that as 
power could be bought from Bonneville? 

Mr. Kime. That is right; but again, Mr. Chairman, I might point 
out that in the four-county area we are paying approximately $400,000 
a year in taxes, half of which is going to the Federal Government. I 
believe Mr. Gale analyzed the tax differential this morning, when mak- 
ing a comparison of rates. 

Senator Haypen. Thank you, sir. 

Mr. Kime. I have appreciated the opportunity of presenting my 
story, Mr. Chairman, and members of the committee. 

Senator HaypEeN. We will now hear from the next witness. 


BUREAU OF RECLAMATION 


STATEMENT OF T. L. DORAN, VICE PRESIDENT, THE MONTANA 
POWER CO., BUTTE, MONT. 


Mr. Doran. My name is T. L. Doran and I am vice president of 
the Montana Power Co. I have with me today Mr. C. W. Raff, a 
member of the staff of the Montana Power Co., which has its head- 
quarters at Butte, Mont. 

I have a copy of a statement which I would like to have inserted in 
the record. 

Senator Haypren. That will be done. 

(The statement referred to is as follows:) 


ConrrRaActs, ADEQUATE FacILiTies ELIMINATE NEED FOR FEDERAL TRANSMISSION 
LINES 


WHEELING AGREEMENTS, ADEQUATE EXISTING FACILITIES MAKE FEDERAL TRANS- 
MISSION LINES UNNECESSARY IN MONTANA 


The Montana Power Co. respectfully submits that the Federal transmission 
lines program proposed by the Bureau of Reclamation in Montana during fiscal 
year 1952 is unnecessary and wasteful, and not in the public interest. This 
position of the company is based on two important facts: 

1. The Montana Power Co. has executed agreements with the Bureau of Recla- 
nation, in conformance with the expressed intent of the Senate, which provide 
or the orderly distribution of federally generated power to preference customers 
f the Government. 
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2. The existing transmission facilities of the Montana Power Co. are entirely 
adequate to meet any and all requirements for the distribution of federally 
generated power in the area involved. 

Four unnecessary Government lines proposed 

The following lines, for which funds were requested by the Bureau in the 1952 

justifications, are unnecessary and wasteful: 


| | 
Ultimate 


Line Voltage | 1952 request 
cost 
Kilovolts 

Billings- Yellowtail ig I ial ha RN ERTL i 115 $810, 000 $92, 000 
Miles City-Yellowtail . . ; ee 115 85, 000 2, 245, 000 
Canyon Ferry-Three Forks-Anaconda tindbimwintis hn 115 703, 000 2, 697, 000 
Canyon Ferry-Great Falls_.---.--- 5 Le 115 753, 450 1, 796, 000 
RN So as hamiwaene et ielsdate tha sume atid een ie erent : annette 2, 351, 450 | 7, 630, 000 


The company system map, shown on the opposite page, demonstrates the 
adequacy of the existing facilities and the duplicating effect of the Bureau’s 
proposed construction. 


Company and Bureau have signed wheeling agreement 

A contract between the company and the Bureau, providing for the delivery 
of federally generated power to loads of the United States and preference cus- 
tomers of the Bureau, over the company’s transmission lines, was approved by 
the Secretary of the Interior on January 10, 1951. 

The wheeling contract provides that the company, utilizing the available excess 
capacity of its transmission lines, will accept power and energy of the Government 
for delivery to the Government or its customers at specified points on the com- 
pany’s system. It also gives the Government the benefit of stand-by service. 
Company to make its Great Falls-East Helena lines available 

Under another contract, approved by the Secretary of the Interior January 18, 
1951, excess capacity of the Montana Power Co.’s two 100,000-volt lines between 
Great Falls and East Helena will be used to transmit Government power from the 
Canyon Ferry hydroelectric project to the Bureau of Reclamation’s existing 
transmission facilities near Great Falls. 

In announcing his approval of this contract, Secretary Chapman said: 

“This contract, which eliminates the necessity for construction of a separate 
federally owned transmission line, is definitely in the interest of publie service 
and defense. It enables conservation of critical materials and also assures ade- 
quate transmission facilities for the 50,000 kilowatts of power which are expected 
to be available at the Canyon Ferry plant by the fall of 1953.” 

Government facilities unnecessary under President's directive 

The construction of the transmission lines requested by the Bureau would 
deprive the Nation of scarce materials and supplies. Because power supply and 
transmission facilities in the area served by the Montana Power Co. are adequate, 
there is no justification for the Bureau’s program. 

In a letter addressed to major departments of the Government on July 21, 1950, 
President Truman directed: 

**All civil public works, both direct Federal programs and grant-in-aid programs 
should be screened with the objective, as far as practical, of deferring, curtailing, 
or slowing down those projects which do not directly contribute to defense 
. 2 a 

None of the proposed lines would aid the defense program. Instead, their 
construction would divert scarce supplies of steel, copper, and aluminum now 
urgently needed in developing our national defense program. 


BILLINGS-YELLOWTAIL LINE 


The Bureau is seeking funds to construct a line from Billings to the site of the 
proposed Yellowtail Dam. Testimony before the House Subcommittee on 
Interior Department Appropriations earlier this vear indicated that the Bureau 
considers the line necessary to provide construction power at Yellowtail (House 
hearings, pt. I, p. 686). 
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No funds are included for Yellowtail Dam in the 1952 budget, and no money has 
been appropriated for its construction to date. Therefore, a request for transmis- 
sion line funds is premature. 

Company is willing and able to build line 

The Montana Power Co. is prepared to construct a line from Billings to the 
Yellowtail site in sufficient time to prov ide construction power for the dam, if and 
when money is appropriated for that project. Construction of such a line by the 
company could be completed in 4 to 6 months if materials are made available; thus, 
the line could be ready whenever it was indicated that power would be required. 
Funds for this line were denied by the House 

The House Appropriations Committee in April specifically denied funds for the 
Billings-Yellowtail line (Interior Appropriations Committee report, p. 13), and 
the House of Representatives concurred in that recommendation. 


MILES CITY-YELLOWTAIL LINE 


The Bureau has requested funds to initiate construction of a line from Miles 
City to the proposed Yellowtail site. It apparently is designed to serve the Har- 
din, Mont., area which now has good service from the Montana Power Co., and 
to interconnect the proposed Yellowtail Dam with other Government plants 
However, since no funds have been appropriated for Yellowtail in 1952, this li 
would serve no useful purpose. 


Hardin area has double Source of powe 


The Bureau line would pass through an area served by the company and the 
sig Horn Electric Cooperative, which purchases wholesale energy from the com- 
pany at its rate of 5.5 mills per kilowatt-hour, which is identical with the Bureau’s 
rate for Missouri Basin power. 

Hardin now is served by a 69,000-volt line from Billings, the line extending on 
to Colstrip to supply coal mining operations in that area. The company now is 
completing a second 69,000-volt line between Billings and Hardin. 

Funds refused last year for Bureau line 

The Bureau of Reclamation last year requested funds for construction of the 
Forsyth- Yellowtail section of the Miles City-Yellowtail line, but Congress refused 
to appropriate any money for this line. 

Again this year, the House of Representatives concurred in the recommenda- 
tions of the Appropriations Committee that this project be specifically denied. 


CANYON FERRY-CREAT FALLS AND CANYON FERRY-THREE FORKS-ANACONDA 


The Bureau originally had included requests for the Canyon Ferry-Great Falls 
and Canyon Ferry-Three Forks-Anaconda transmission lines in its budget require- 
ments for fiseal 1952. However, Bureau witnesses before the House Appropria- 
tions subcommittee testified that the Bureau would take advantage of the wheeling 
contract and the agreement for the use of the company’s Great Falls-East Helena 
transmission facilities and would not require funds for the construction of the 
two lines. 

The Montana Power Co. assumes that requests for these lines now have been 
withdrawn and that terms of the agreements will be carried through. 


CONCLUSION 


From the facts presented here, the Montana Power Co. believes it is apparent 
lat: 

|. The proposed Government transmission lines would serve no useful purpose; 
2. All directives of Congress in regard to wheeling federally generated power 
have been met; and 

3. Construction of unnecessary transmission lines would waste scarce materials 
urgently needed in the prosecution of the Nation’s defense effort 

For these reasons, the Montana Power Co. requests that the proposed trans- 
mission lines included in the 1952 budget for Montana be denied. 


(The accompanying map was filed with the committee.) 
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COMPANY NEGOTIATED CONTRACTS 


Mr. Doran. I would like to give a brief statement of background. 
As you will remember when we were here before you last year, the 
directive of the Senate was that we should negotiate with the Bureau 
of Reclamation for a power transmission contract to provide for the 
orderly distribution of federally generated power and energy. 

I am happy to report to you these directives have been complied 
with, and I would like to advise you briefly about those contracts. 

We have had contracts with the Bonneville Power Administration 
for more than a year. One contract will enable us to purchase up to 
50,000 kilowatts of Hungry Horse Dam power when that project is 
completed. Four other contracts might properly be called exchange 
contracts, and under them we are supplying power to four REA 
cooperatives west of the Continental Divide for the account of 
Bonneville. 

CONTRACTS WITH BUREAU 


We have also signed two contracts with the Bureau of Reclamation, 
and I would like to tell you about them. 

The first contract, a general wheeling contract, was approved by 
the Secretary of the Interior January 10, 1951. It provides for general 
transmission service for the Government over the transmission system 
of the Montana Power Co. in the Montana area east of the Continental 
Divide, which is the area that the Bureau operates in. Under this 
contract the Government will be enabled to deliver power to irrigation 
and drainage district pumping plants; customers entitled to preference 
under the statutes, and customers engaged in the construction, opera- 
tion, and maintenance of hydraulic projects or facilities for the United 
States. 

There is a sliding scale of charges, depending upon the transmission 
distance. 

BUREAU USE OF COMPANY LINES 





The second contract—and this was referred to specifically by your 
committee last year—provides for the use by the Bureau of Reclama- 
tion of the excess capacity of the company’s two 100,000-volt steel 
tower transmission lines between East Helena, Mont., ‘and the com- 
pany’s Rainbow switchyard near Great Falls, which is ‘also the termi- 
nus of the Government’s 154,000-volt transmission line from Fort 
Peck to Great Falls. 

These lines have adequate capacity to transmit the entire output 
of the Government’s Canyon Ferry plant, which is scheduled for 
completion in 1953. 


SECRETARY OF THE INTERIOR, APPROVAL OF AGREEMENT 


This contract was approved by the Secretary of the Interior, 
January 18, 1951. I think you will be interested in the statement 
he made to the press when he announced the approval of this contract. 


He said: 


This contract, which eliminates the necessity for construction of a separate 
federally owned transmission line, is definitely in the interest of public service 
and defense. It enables the conservation of critical materials and also assures 
adequate transmission facilities for the 50,000 kilowatts of power which are ex- 
pected to be available at the Canyon Ferry plant by the fall of 1953. 
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He might also have added that this contract gives the Bureau the 
advantage of having two transmission lines at its service instead of one, 
thus assuring uninterrupted transmission service. 


MILL RATE FOR REA COOPERATIVES 


I think I should bring you up to date on one more program. Mr. 
J. E. Corette, Jr., told you last year we had reduced our wholesale 
energy rate to the REA cooperatives to 545 mills per kilowatt hour, 
which is the same as the Bureau’s rate in the Missouri Basin. We 
have signed contracts with 9 of the 11 cooperatives in our service 
area east of the Continental Divide. These contracts were approved 
last fall by the REA in Washington, but in accordance with our agree- 
ment with the cooperatives, we made our new rate retroactive to the 
first billing date after they had signed the contracts, which means 
that most of them have been getting power from us at the 5% mill rate 
since June 1950. 

We are appearing today to ask that funds be denied for four trans- 
mission lines propose ‘d by the Bureau of Reclamation in Montana dur- 
ing fiscal year 1952 


CANYON FERRY-GREAT FALLS LINE 


The first such line is the Canyon Ferry-Great Falls line, but I be- 
lieve the Bureau’s budget request for this line was prepared before the 
contract with the Montana Power Co. was approved by the Secretary. 
I presume that the request for this line has been withdrawn. 

In view of the statement of Secretary Chapman, which I quoted 


earlier, and in view of the statements by the Bureau before the House 
subcommittee, I will not take up your time discussing that line. 
Senator Haypen. The House report reads: 


The action of the committee in reducing the estimate for the transmission divi- 
sion of the Missouri River Basin project from $18,709,640 to $14,963,300 includes 
specific denial by the committee of the following project items: 

Canyon Ferry-Great Falls 115-kilovolt line and substation, $753,450; Canyon 
Ferry-Three Forks-Anaconda, 115-kilovolt lines and substations, $703,000. 

Miles City-Yellowtail 115-kiolvolt lines and substations, $85,000; and Yellow- 
tail-Billings, 115-kilovolt lines and substations, $810,000. 

Mr. Doran. Those are the four. 

Senator HaypeEn. In this group there is a justification for the resto- 
ration of the Miles City-Yellowtail 115-kilovolt line and substation, 
$85,000, and Yellowtail-Billings 115-kilovolt line and substations, 
$810,000. Those are the only two in controversy at the moment. 


COMPANY HAS OFFERED TO BUILD NECESSARY LINE 


Mr. Doran. The Bureau has asked funds to initiate a line from 
Billings to the site of the proposed Yellowtail Dam. ‘This line appar- 
ently is intended to transmit construction power for the Yellowtail 
project. However, no funds have been appropriated for Yellowtail 
Dam and the 1952 budget contains no request for appropriations. It 
appears, therefore, that a request for funds to construct a line to the 
site, before plans are under way to construct a dam, is premature. 
The Montana Power Co. has offered to sell power to the Bureau for 
construction purposes at Yellowtail when funds are appropriated for 
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that project. The company is willing to construct the necessary 
transmission line from Billings to Yellowtail, a distance of 45 miles, 
in ample time to deliver the power when it is required. 


HOUSE COMMITTEE DENIAL OF FUNDS 


The House Appropriations Committee in April specifically denied 
funds for this line and the House of Representatives concurred in 
that recommendation. 

We are requesting that you agree to the denial of these funds. 


OPPOSITION TO MILES CITY-YELLOWTAIL LINE 


The Bureau has also requested funds for the Miles City-Yellowtail 
line which would traverse the area which includes Hardin and Colstrip, 
Mont., and which is now receiving service from the Montana Power 
Co. The Hardin area is served by the Montana Power Co. and the 
Big Horn Electric Cooperative which purchases power from us at 
the 5% mill rate. Colstrip will be the delivery point of the newly 
organized Tongue River Cooperative, which also has signed a con- 
tract with us to receive power at the 5% mill rate. 

The company now has a 69,000-volt line extending from Billings 
to Hardin and thence to Colstrip and is now completing construction 
of a second 69,000-volt line to Hardin. 


POWER SUPPLY AT BILLINGS, MONT. 


I might give you a brief picture of the power supply situation in 
the Billings Division, which includes these two towns. 

We have five transmission lines coming into Billings—two 100,000- 
volt lines and a 50,000-volt line from our Great Falls plants; a 50,000- 
volt line from our Madison and Mystic Lake plants, and another 
50,000-volt line from Mystic Lake by way of Red Lodge, Mont. 

In addition, we will have in operation this year, our new Frank Bird 
66,000-kilowatt steam-electric generating plant at Billings, which will 
provide a great deal of power for that area, as well as for the rest of 
our system. 

The maximum demand on all the company’s substations in the 
Billings area during 1950 was approximately 31,000 kilowatts, so you 
can see there is no question about the power supply. 


FUNDS DENIED FOR LINE LAST YEAR 


This committee and the Congress last year denied a Bureau request 
for funds to build the Miles City-Forsyth section of this Miles City- 
Yellowtail line, and the House of Representatives again this year 
denied funds to start the line. The line is entirely unnecessary and 
funds should be denied at this time. 

The Montana Power Co.’s interconnected transmission system fully 
integrates the plants of the Government in Montana and the power 
transmission contracts we have signed provide the vehicle by which 
we can and are cooperating to bring power to all the people. We are 
ready to build the lines that are needed and we have demonstrated our 
willingness to negotiate contracts with the Bureau. Beyond that, 
there is a completely adequate supply of power available on the com- 
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pany’s system. From this I think you will agree that the proposed 
lines of the Bureau of Reclamation are entirely unnecessary and their 
construction at this time would be a waste of taxpayers’ money and 
a waste of scarce materials which are needed in the defense effort. 

We therefore urge this committee not to appropriate any funds for 
these transmission lines in Montana. 

Senator Haypen. There is a statement here in the justification, 
which says that the Billings-Yellowtail transmission line is used to 
connect with the Yellowtail-Lovell transmission line to bring power 
into Wyoming, in order to alleviate a growing power shortage in the 
Big Horn Basin in Wyoming. How is that area served now? 

Mr. Doran. We do not serve in Wyoming. 

Senator Haypen. Do you know what the situation over there in 
that State is? 

Mr. Doran. No, sir. 

I want to thank you gentlemen for the courtesy and attention you 
have given. I should be glad to answer any questions you might 
have. 

Senator Haypen. I think you have made a clear presentation here. 

Senator Haypen. Mr. Loiseau, would you like to put your state- 
ments in the record? 


STATEMENT OF JOHN E. LOISEAU, PRESIDENT, PUBLIC SERVICE 
CO. OF COLORADO, DENVER, COLO. 


COLORADO-BIG THOMPSON PROJECT, COLORADO 
‘TRANSMISSION LINES AND SUBSTATIONS 


(See also p. 2102) 


Mr. Lotseavu. I would like to inject into the record at this time 
the statement by the Public Service Co. of Colorado re: 1952 ap- 
propriations for Colorado-Big Thompson project, March 1951 and 
contained in the same folder is a supplemental statement to the 
above, dated May 1951. They are both in the same folder. 

Senator Haypun. They will be included in the record. 

(The statements referred to are as follows:) 


SUPPLEMENTAL STATEMENT BY PuBLic SERVICE Co. OF COLORADO 


In the fiscal vear 1952 budget request for the Colorado-Big Thompson project, 
the Bureau of Reclamation asked for funds to begin construction of the Estes- 
Leyner 115-kilovolt transmission line and the Leyner switching station. ‘The 
undesirable characteristics of the proposal and the needless expenditure of tax- 
payers’ money involved were set forth in our prepared statement filed with the 
House Subcommittee on Interior Department Appropriations and in oral testi- 
mony presented before such committee in March of this year. An analysis of 
this request is contained in the prepared statement. 

When the transcript of the testimony of the Bureau witnesses before the House 
subcommittee became available to us we found that the testimony of Mr. McPhail 
indicates that the Bureau has now abandoned their plans for the Estes-Leyner 
115-kilovolt line and instead they propose to run the Estes-Pole Hill 115-kilovolt 
line which will complete a second circuit between Estes and Flatiron. This is 
definitely in line with our recommendations to the House Subcommittee on 
Interior Department Appropriations and we have no objections to this phase of 
the Bureau’s plan. 

We also observe from Mr. MecPhail’s testimony that it is apparently the intent 
of the Bureau at a future date to construct a 115-kilovolt line from Flatiron to 
Leyner and a switching station at Leyner. This contemplates that the Public 
Service Co. of Colorado would then construct a 115-kilovolt line from the com- 
pany’s Valmont power plant to Leyner. 
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As a part of his testimony, Mr. McPhail stated: ‘The Flatiron-Leyner line is 
one which we have agreed with the Public Service Co. of Colorado as being an 
ultimate requirement when the full development is made on the east slope.” 
The company has never agreed that the future interconnection between the two 
systems should be made via Leyner. The company has consistently contended 
that the interconnection should be made direct from Valmont to Flatiron. 

In connection with the recent joint engineering study made by representatives 
of the Bureau and the company, the Flatiron-Leyner-Valmont interconnection 
proposed by the Bureau and the direct interconnection from Valmont to Flatiron 
proposed by the company were both set up on an alternating current network 
analyzer and studied. The results of this analyzer study clearly demonstrated 
that the company’s proposal of a direct line from Valmont to Flatiron was the 
more desirable from an engineering and operating standpoint. 

The Bureau’s proposal of an interconnection via Leyner is indefensible from 
the standpoint of cost, excess use of critical materials, system operation, and 
unnecessary waste of taxpayers’ money. This entire proposed expenditure by 
the Bureau for the Estes-Leyner 115-kilovolt line and Leyner switching station 
can be eliminated since the company has in the past, and does hereby again express 
its desire and willingness to construct, at its own expense, a 115-kilovolt trans- 
mission line direct from its Valmont plant to the Flatiron switching station of the 
Bureau. 

The advantages of a line direct from the Valmont plant to the Flatiron switching 
station were set forth in detail in the prepared statement referred to above and 
may be briefly summarized as follows: 

1. It will eliminate the Leyner switching station with attendant critical ma- 
terials and in addition save approximately 6 miles of transmission line as shown 
in the following tabulation: 


Company 





Bureau plan plan Savings 
Miles Miles Miles 
IN un cuba iuielon bs Od Vat 22.5 |.. anaes 
Valmont-Leyner.............-...... RAE Cig alae BO Bots dena cccembimanahinn _ 
EET EMILE ID LEE AEE PE yp eee a BO Tacéncsss 
IS ee eg ca a ee ae a lk aes 31.0 | 25.0 | 6.0 
| 


| 





2. It will save the Nation’s taxpayers approximately $570,000. No cost 
estimates were given in Mr. McPhail’s testimony on the Flatiron-Leyner line and 
Leyner switching station. We estimate these costs which can be eliminated as 
follows: 


Pimtron-Leyner Lib-idiovolt line... 2c5 2 3 oi nse doo oe etic wckewmcds $270, 000 
Rie URI WENO is oo or. sd tien ended nawmarnees . 300, 000 
Total savings_____- gee Ae a ee oe au i, ce wee aa sewers 570, 000 


The entire amount can be saved the Government as the company is willing to 
run the line directly from Valmont to Flatiron at itsownexpense. The estimated 
cost of the Valmont-Flatiron 115-kilovolt line is $340,000 or $230,000 less than 
the $570,000 cost of the facilities proposed by the Bureau. Switching equipment 
at the Flatiron switchyard and the Valmont power plant would be required under 
either plan and these costs are, therefore, not shown. 

3. A direct line from Valmont to Flatiron is far more desirable and dependable 
from an operating standpoint. These advantages have been substantiated by a 
joint engineering study with the Bureau. The construction of the Flatiron switch- 
yard is entirely eliminated under the company’s proposal and from an operating 
standpoint this switching station is definitely unnecessary and undesirable. As 
indicated in the prepared statement, the interconnection between the two systems 
should be as direct as possible without an intermediate switching station. 

In light of the above we respectfully request that your committee: 

1. Give its approval to the necessary funds for the construction of the Estes- 
Pole Hill 115—kilovolt line. 

2. Specifically deny authorization of, or any funds for, the construction of the 
Flatiron-Leyner 115-kilovolt line and the Leyner switching station. 

Respectfully submitted. 

Pusuic Service Co. or CoLtorapo, 
J. E. Lotseau, President. 


DenvER, Coto., May 1951, 
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STATEMENT BY PuBLic SERVICE Co. or CoLORADO 
PURPOSE 


The purpose of this statement is to bring before the respective congressional 
subcommittees on Interior Department Appropriations two items which we 
believe are of importance in considering the appropriation requests of the Bureau 
of Reclamation in connection with the Colorado-Big Thompson project. 

First: Request of the Bureau of Reclamation for authorization of and appro- 
priation for Estes-Leyner 115-kilovolt line and necessary substation at Leyner. 

Second: To report to the congressional Committees on Interior Department 
Appropriations the consummation of a wheeling contract between the Bureau and 
this company. 


ESTES-LEYNER TRANSMISSION LINE AND LEYNER SWITCHING STATION 


The foregoing items are listed in the Bureau of Reclamation appropriation 
request for the Colorado-Big Thompson project for fiscal year 1952 as follows: 


Estes-Leyner 115-kilovolt line 
Total estimated cost , 2 _ $435, 000 


Fiscal year 1952 request Tames Ee 100, 000 


Project substations—Multiple-line use.—Included in this item is the cost of the 
Leyner.switching station. The total estimated cost of the project substations is 
shown as $3,001,000 with a request for fiscal year 1952 of $1,305,040. The 
cost of the Leyner switching station was shown in the Bureau’s 1951 appropria- 
tion request as $300,400. The amount included in the 1952 request is not known 
to us, 

We believe the above items are inappropriate and should be eliminated from 
the construction program for the following reasons: 

1. Authorization of items previously denied by Congress. 

. Public Service Co. has offered to build interconnection line. 
. Construction of interconnection by company affords substantial savings. 
4, Plan proposed by the company more desirable from an operating standpoint. 
Advantages of company’s proposed interconnection plan substantiated by 
engineering study. 

6. Proposed Estes-Leyner line not needed for future project interconnections. 
1, Authorization of items previously denied by Congress 

This line and substation were specifically denied by both the House and Senate 
last year. In rejecting these items from the 1951 appropriation bill last vear, 
the House in Report No. 1797, Eighty-first Congress, second session, on page 
171, stated: 

‘The committee has eliminated funds and thereby has expressly denied author- 
ization for certain new power facilities which were proposed for the following 
projects: Colorado-Big Thompson project, Estes-Leyner-Plains 115-kilovolt line 
and substation, Levner substation.”’ 

In commenting further on the Estes-Leyner transmission line, the report at the 
top of page 172 states: 

“This line was expressly denied in the conference report on the 1950 bill which 
was approved by both Houses of Congress.’’ 

There is no change in the conditions with respect to this line and substation 
since the appropriations were previously denied. 

2. Public Service Co. has offered to build interconnection line 

The company reiterates its offer made in previous vears before this committee to 
build the necessary interconnecting 115-kilovolt line at its own expense. This 
was again clearly set forth in a letter to Mr. Batson under date of December 12, 
1950. <A copy of this letter is attached hereto as exhibit C. 

The primary purpose of the proposed Estes-Leyner 115-kilovolt line is to provide 
adequate interconnection capacity between the Colorado-Big Thompson project 
power system and the Public Service Co. of Colorado system as evidenced by the 
testimony of Mr. Avery A. Batson, director, region 7, United States Bureau of 
Reclamation, and Mr. H. F. McPhail, Director, Branch of Power Utilization, 
United States Bureau of Reclamation, before congressional committees last vear. 
(See p. 1357, pt. 5, House hearings, and p. 599, pt. 1, Senate hearings, 1951 
Interior Department Appropriations.) 
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8. Construction of interconnection by company affords substantial savings 


Attached hereto is exhibit A showing the estimated cost of the interconnection 
as proposed by the Bureau, designated as plan 1, and the estimated cost of the 
plan proposed by the company, designated as plan 2. The two plans are shown 
on attached maps, exhibit B. The savings available through plan 2 may be 
summarized as follows: 


| 


| 
Total cost | Bureau cost | Miles of line 





OT is Sk hd ee ss ee Wk yeaah at wie alee as $735, 000 | 39.5 
SUD ie enc eke Ses th eke ‘ 405, 000 | 33.5 
SON. occ Zeaces J sek Sitiadecacs snes earn 110, 000 330, 000 | 6.0 


Under plan 2, proposed by the company, there is a saving to the taxpayers of 
$330,000 or 45 percent less than the expenditure proposed by the Bureau. The 
over-all expenditure will be reduced by $110,000 and a saving in critical material 
copper or aluminum—of 6 miles of line or 18 miles of conductor. 

Under plan 2 the Bureau would construct Estes-Pole Hill 115-kilovolt line, 
estimated cost $135,000; Pole Hill switching station, estimated cost $180,000: 
and an addition to Flatiron switching station, estimated cost $90,000. Total 
estimated cost to the Bureau is $405,000 as set forth in plan 2, as contrasted with 
the proposed $735,000 under Bureau’s budget request, designated plan 1 in 
exhibit A. 

4. Plan proposed by the company more desirable from an operating standpoint 

The direct interconnection proposed by the company from the company’s 
Valmont steam plant to the Bureau’s main switching station at Flatiron connects 
the two main power-supply and load-dispatching centers in the area. Operating 
personnel will be on duty 24 hours a day. If the interconnection is made to the 
Leyner switching station, this will result in interposing an unnecessary switching 
station in the interconnection between the two systems. It would also mean that 
the Bureau would either incur the expense of providing operators 24 hours a day 
at Leyner or operating the Leyner substation by remote control, either of which 
would not be as desirable as the direct interconnection between Valmont and 
Flatiron. 

5. Advantages of company’s proposed interconnection plan substantiated by engi- 
neering study 

Engineers of the Bureau of Reclamation and the company have been engaged 
during the past year in a joint study of pool operation of the two systems in thi 
interest of maximum efficiency and economy. In connection with this study 
various interconnecting lines were set up and analyzed on an alternating current 
network analyzer. This study indicated that the Estes-Pole Hill 115-kilovolt 
line is preferable to the Estes-Leyner 115-kilovolt line and that the Valmont- 
Flatiron 115-kilovolt line has improved operating characteristics over the Valmont- 
Leyner 115-kilovolt line. Plan 2, as proposed by the company, includes both the 
Estes-Pole Hill line and the Valmont-Flatiron line. In other words, the joint 
engineering study substantiated the desirability of interconnecting the two 
systems in accordance with plan 2, as proposed by the company. 

6. Proposed Estes-Leyner line not needed for future project interconnections 

In the 1951 appropriation request of the Bureau, the Estes-Leyner line was 
incorporated under the caption ‘‘Estes-Leyner-Plains’ and included an amount 
of money in excess of the cost of the Estes-Leyner line. In explaining what was 
meant by ‘‘Plains,’’ Mr. McPhail, in testifying before the Senate subcommittee 
last vear, said: 

“It is not proposed to construct the Leyner-Plains section of this line until 
some future time since it is primarily for the purpose of interconnecting the 
Colorado-Big Thompson project with the Blue River-South Platte project which 
is not vet authorized.”’ 

It is the firm conviction of this company that to construct such an interconnect- 
ing line, or the construction of the Estes-Leyner line in anticipation of such an 
interconnection, would constitute a needless waste of the taxpayers’ money and 
an unwarranted duplication of the five 115-kilovolt transmission lines which 
the company has between the Valmont area and the Denver metropolitan area 
At such time in the distant future as the Blue River-South Platte project ma) 
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become a reality, it will be possible for the Bureau to negotiate with the company 
to use its transmission facilities as an interconnecting link between the two 
projects. It is our understanding that such an arrangement has been made 
between the Bureau and the Montana Power Co, in connection with the Canyon 
Ferry project. 

WHEELING CONTRACT CONSUMMATED 


As mentioned at the outset of this statement, the company and the Bureau 
concluded a wheeling contract on August 18, 1950, which provides for the com- 
pany wheeling Bureau energy over its system to certain preference customers of 
the Bureau and for the Bureau to wheel energy over its system for the company. 
Actual wheeling operations under ‘this contract have commenced and the com- 
pany is now wheeling for the Bureau to three REA’s at nine points of delivery 
and the Bureau is wheeling for the company at two points of delivery. 

In view of the successful negotiation and operation of this contract, there is 
no reason to doubt that similar arrangements can be made in the future to elimi- 
nate necessity for construction of unnecessary transmission lines with the tax- 
payers’ money. 

CONCLUSION 


In concluding this statement we wish to urge that your committee again deny 
authorization of and appropriation of funds for the construction of: 


Total cost 


Estes-Leyner 115-kilovolt line , i $435, 000 $100, 000 
Leyner substation (included in “Project substations—Multiple line use’’) 300, 000 Not known 
Total 


735, OOO 


and in lieu thereof authorize the construction by the Bureau of: 
Estimated 
total cost 
Estes-Pole Hill 115-kilovolt line_ —-—-—-- : $135, 000 
Pole Hill switching station __ . L180, 000 
Addition to Flatiron switching station ; 90, 000 


Total em ; ‘ oss 105, 000 


as necessary to carry out the interconnection shown in plan 2. 
Respectfully submitted. 
Pusuic Service Co. oF CoLorapo, 
J. E. Lotseau, President 
Denver, Couo., March 1951, 


Exuisit A 
INTERCONNECTION PROPOSED BY BUREAU OF RECLAMATION 


The Bureau by its appropriation request is proposing to provide transmission 
capacity for an interconnection between the Bureau system and the company 
system involving the following construction which we shall designate as plan 1. 


Plan 1 


Miles of Estimated 


Item of construction | transmission total Goat lo be constructed by— 


Estes-Leyner 115-kv. line_...- 31.0 $435, 000 | U.S. Bureau of Reclamation. 
Leyner switching station 300, 000 Do 
Valmont-Leyner 115-kv. line. -- ‘ t 120,000 | Public Service C 
Valmont substation addition 100, 000 Do. 


oO. 


Total. _. hoes 39. ! 955, 000 


otal cost to be paid by taxpayers ; 735, 000 
otal eost to be paid by private 


capital 220, 000 


83686—51—pt. 2——-29 
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ALTERNATE PROPOSAL BY PUBLIC SERVICE Co. or CoLoRADO 


As an alternate to the plan proposed by the Bureau, the company proposes 
that the Bureau construct a 115-kilovolt line from Estes power plant to Pole Hil! 
power plant installing the necessary sectionalizing switching station at Pole 
Hill and the company to install a 115-kilovolt transmission line from Valmont to 
Flatiron switchyard of the Bureau. We shall designate this as plan 2. 


Plan 2 


| Milesof | Estimated 


Item of construction | transmission | total cost 


To be constructed by 








Estes-Pole Hill 115-kilovolt line - -_- 8.5 | $135,000 | U. S. Bureau of Reclamation. 
Pole Hill substation ; eo 180, 000 | Do. 

ba awe substation addition.-........_j|.......- cel 90, 000 | Do. 

Valmont-Flatiron 115-kilovolt line_..__| 25.0 | 340,000 | Public Service Co. 
Valmont substation addition.______- eeca bc Seal 100, 000 Do. 
IN hoc ccwanesacan nope | 33.5 | 845, 000 | 
Total cost to be paid by taxpayers_--_|_..........---| 405, 000 
Total cost to be paid by private capital. ont 440, 000 
| 


(Exhibits B-1 and B-2 on file with committee.) 


Eexuipir C 


PusLic ServicE Company or CoLorapo, 
DeEnvER, Co.Lo., December 12, 1956 
Mr. Avery A. Batson, 
Director, Region ?, United Slates Bureau of Reclamation, 
New Custom House Building, Denver, Colo. 


Dear Mr. Barson: During discussions in connection with the joint load study 
being made by engineers of our respective organizations, I am advised Mr. L. 
Patterson, superintendent, electric system planning, of this company, made a 
statement to the effect that our company is ready and willing to construct what- 
ever transmission lines that might be necessary to provide a direct interconnection 
between the company’s Valmont steam plant and the Colorado-Big Thompson 
project of the Bureau. The purpose of this letter is to confirm the statement 
made by Mr. Patterson. Our board of directors has officially approved this 
expenditure on the assumption that an agreement will be made between the 
company and the Bureau for the purchase, sale and interchange of electric power 
and energy. 

In view of Secretary Chapman’s request for the establishment of a Regional 
Power Coordinating Committee with the express purpose of securing the fullest 
coordination of all existing power supply facilities, the company will be ready to 
proceed with the necessary interconnecting transmission line construction at me 
appropriate time after the results of our joint load study are obtained and 1 
viewed. Itismy understanding there are two situations or stages to be seuiideted. 
The first stage will be concerned with securing sufficient interchange capacity to 
make the fullest utilization of the presently installed facilities. The second stage 
will cover the work necessary to make the fullest utilization of facilities upon 
completion of the Foothills plants of the Colorado-Big Thompson project in th 
spring of 1953. 

In view of the time required to install such facilities, an early consummation 
of such an agreement is highly desirable. 

Yours very truly, 
J. E. Lotsgeau, President, 


TRANSMISSION LINES 


ESTES-LEYNER LINE 


Mr. Lotseau. My name is J. E. Loiseau. I am president of the 
public Service Company of Colorado. 1 think to get a good concep- 
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tion of the subject matter I would like to refer you to the two maps on 
pages 10 and 11, contained in the blue folder. 

In the original request of the Bureau they requested funds to con- 
struct the 11: 5,000 kilovolt line from Estes Park to Leyner, a point 
south of Longmont, Colo. 

The purpose of this line is to form an interconnection between the 
Bureau’s system and the system of our company. It is proposed by 
them we build a line from Valmont to Leyner, thus ¢ ompleting the line. 

Mr. McPhail, in testifying before the House subcommittee on ap- 
propriations, indicated they were recommending the elimination of 
this particular line from Estes Park to Leyner and as shown on the 
following map they would substitute for that a line from Estes Park 
to Pole Hill at which point they have a power plant. 

The completion of this Estes Park-Pole Hill line would give them 
a double circuit from Estes Park to Flatiron interconnecting the 
power plants along those lines into their main switching station at 
Flatiron. I think the record here probably will show they intended 
to change their plans. 


ESTES PARK-POLE HILL LINE 


Senator Haypen. It says ‘Revised Colorado-Big Thompson project,”’ 
scheduled construction program as placed in the House hearings, will 
be revised by the deletion of the Estes Park-Leyner 115,000-Kentucky 
line and in addition, the following entry: Estes Park power plant Pole 
Hill power 115-Kentucky, $100,000, total cost. Flatiron switchyard, 
Leyner, $335,000, and there was no amount for this year. 

Mr. Lorseav. I understand from that, therefore, that the Estes 


Park-Leyner line has been withdrawn. We therefore have no objec- 
tion whatsoever to the Estes Park-Pole Hill line. We believe that 
should be constructed and that is shown on the map on page 11. 
That was our recommendation in the House, that that line be con- 
structed, in lieu of the other one. 


FLATIRON-LEYNER LINE 


The purpose of the other line from Flatiron to Leyner is to form 
an interconnection between the Bureau’s system and the company’s 
system. 

Engineers of the Bureau and of the company have been working 
for possibly a year studying the characteristics of the two systems, 
and they have come to the conclusion that a heavy line, that is, a 
115-kilovolt interconnection, is necessary. 

In the testimony of Mr. McPhail he had this to say: 

The Flatiron-Leyner line is one which we have agreed with Public Service 
Co. of Colorado as being an ultimate requirement when the full development 
is made on the east slope. 

[ want to emphasize that the company has never agreed that the 
future interconnection between the two systems should be made via 
Leyner. The company has consistently contended that the inter- 
connection between these two systems should be with a direct line 
from our Valmont station, a distance of about 25 miles, to Flatiron, 
their main switching station. 
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LEYNER SWITCHING STATION 


The Bureau desires to run a line from Flatiron to Leyner as shown 
on the map on page 10. At Leyner erect a switching station which 
will cost approximately $300,000, and then have us build from Valmont 
over to Leyner. In the course of the study of the engineers they put 
the various systems on an AC-analyzer and it was the Bureau’s 
analyzer. The result was that it showed that both from the stand- 
point of operation and construction, that the desirable connection is 
a direct line from Valmont to Flatiron. It will have this over-all 
effect: By going directly from Valmont to Flatiron, the distance will 
be 25 miles. The substations at the end of those are identical in all 
cases. By going from Flatiron to Leyner and Valmont to Leyner, 
it is 31 miles, consequently there will be a saving of 6 miles of line and 
critical material and the complete elimination of the switching station 
at Leyner. 

Our estimate is this: that if the Bureau runs the line as they pro- 
pose, from Flatiron to Leyner, it will cost $270,000. To the Leyner 
switching station it will cost approximately $300,000—or they propose 
spending $570,000; whereas, that total expenditure can be eliminated 
because, as in past years, we have offered, and our board of directors 
has authorized, the construction by the company, at the company’s 
cost, of the line from Valmont to Flatiron, so that we definitely want 
to protest the inclusion in the testimony at this time of the statement 
that we have agreed to the Flatiron-Leyner-Valmont connection, 
because we have totally disagreed with it. Good engineering says 
that it should not be done. It is uneconomical. It is not the sound 
operating way to do it. 

In addition to that, the taxpayers will be saved $535,000 by our 
running the line instead of the Bureau running that line. 

Senator HaypEN. The statement in our record is that the line from 
Flatiron to Leyner which we have as being an ultimate requirement 
when development is made on the east slope will not be constructed 
at this time. We have agreed with the company that its construction 
can be delayed for 2 or 3 years. Delay will serve to save critical 
material. 

Mr. Lorsnav. I subscribe to the thought it can be delayed two or 
three years, but I do want to eliminate from the record that we have 
concurred that the line go through Leyner. We wish to protest that 
statement. We have never concurred in it. We have consistently 
offered to build the line ourselves from Valmont to Flatiron, and con- 
sequently no Government expenditure would be necessary. 

Senator Hayprn. In any event, it is not before us at the moment. 

Mr. Lotseav. I just wanted to correct the record; that is all I 
have in connection with the Big Thompson project. 


SAN LUIS VALLEY, COLORADO 


I also have a statement which I request to be made a part of the 
record, a statement by the Public Service Co. of Colorado re: the 
Bureau of Reclamation transmission line to the San Luis Valley of 
Colorado from Plains Electric Generating Cooperative. 

Senator Haypen. It may be inserted. 
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(The statement referred to is as follows:) 
(See also page 2102) 
STATEMENT BY PUBLIC SERVICE Co. or COLORADO RE BURE 


TRANSMISSION LINE TO San Luis VALLEY OF 
TRIC GENERATING COOPERATIVE 


oF RECLAMATION 
COLORADO E ROM PLAINS ELEC- 











Newspaper reports with a Washington date line of May 23, 1951, indicate that 
a request has been made before the Senate Subcommittee on Interior Department 
Appropriations for the inclusion of an item of $7,800,000 in the Bureau of Recla- 
mation 1952 appropriation for the purpose of constructing 362 miles at tré ansmis- 
sion lines to transmit electric energy from a proposed $9,000,000 stez leetri 
power plant to be built near Espanola, N. Mex. by the Plains Electric Ger nerating 
Cooperative. One of the transmission lines ineluded in this proposal would extend 
northward into Colorado to serve the San Luis Vallev REA 

The purpose of this “ itement is not to discuss the power supply situation of the 
REA’s in New Mexico, but to point out that there is no justifiable reason or excuse 
for the expenditure of taxpayers’ money and the waste of critical conductor 
materials to construct a transmission line into the San Luis Valley of Colorado 
In order to substantiate this statement, the power supply situation of the San 
Luis Valley REA and the cost of energy to that cooperative are briefly reviewed 
herewith. 












POWER SUPPLY TO SAN LUIS VALLEY REA ADEQUATE 









From the inception of the San Luis Valley REA until February 18, 1951, ail 
power requirements of this REA were supplied by the Publie Service Co. of 
Colorado. On February 18, 1951, the San Luis Valley REA became a customer 
of the United States Bureau of Reclamation under the terms of the wheeling 
contract between the company and the Bureau. Service is supplied to the REA 
from the company system at four points of delivery scattered throughout the 
San Luis Valley. 

In 1948 the San Luis Valley REA advised the company of its expansion plans 
and submitted their load growth estimates for some 15 to 20 vears in the future. 
The REA study was examined by the company’s engineers and, although the 
company was in the stage of just completing a 5,000-kilowatt addition to its 
Alamosa steam plant, it immediately embarked on a new program of expanding 
its facilities to meet the anticipated requirements of the REA together with the 
growth of its own load in the valley. This program included four 
features as follows: 

1. Construction of a 57-mile 115-kilovolt transmission line between Leadville 
and Poncha Junction interconnecting the San Luis Valley-Salida system with the 
company’s central system. This phase of the program was completed and thi 
transmission line placed in service on August 1, 1950. 

2. Increasing the voltage of the transmission line between Poncha Junction 
substation and the Alamosa and Sargent substations in the San Luis Valley 











principal 









44 kilovolts to 69 kilovolts. This work was completed on May 20, 1951. 
3. Extension of our 69-kilovolt transmission line into the vicinity of Monte 
Vista, Colo. This work is included in our 1951 construction budget. 
1, Installation of a 7,500-kilowatt steam turbo generator at the Alamosa plant, 
presently scheduled for 1953 
From the above it is evident that the company has been diligent in expanding its 
facilities in order to keep ahead of the growing power requirements of this 
including the requirements of the San Luis Valley REA 





from 










area, 








COST OF POWER 










In the preceding paragraphs we have pointed out that there is no power shortage 
in the San Luis Valley nor any inadequacy in the company’s facilities to wheel 
Bureau power to the San Luis Valley REA. Therefore, the question of adequacy 
of power supply is not involved and no transmission line ean be justified into this 
area on that basis. This leaves the cost of power as the only possible reason for 
the justification of a line into the area from the Plains Electric 
Cooperative. 

In 1949, when the San Luis Valley system of the company was an isolated 
operation, the average cost of power to the San Luis Valley REA was 14.6 mills 
per kilowatt-hour. After the interconnection between the San Luis Valley system 
and the central system of the company was completed on August 1, 1951, the 
rate was reduced to an average of 11.3 mills per kilowatt-hour, or a reduction of 


3.3 mills per kilowatt-hour in the cost of power to the REA. 









Generating 
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The average rate which the San Luis Valley REA has paid to the Bureau of 
Reclamation from February 18 through the April 1951 billing has been 9.5 mills 
per kilowatt-hour which includes 2 mills per kilowatt-hour of the wheeling charge 
which is passed on to the REA by the Bureau. The wheeling arrangement has, 
therefore, resulted in an additional reduction in cost of power to the San Luis 
Valley REA of 1.8 mills per kilowatt-hour. Thus the San Luis Valley REA is 
now receiving its power supply at a cost only slightly in excess of the 8 mills per 
kilowatt-hour rate which we understand has been suggested by the Plains Electric 
Generating Cooperative as its probable charge to the San Luis Valley REA. 


SAVINGS TO TAXPAYERS CAN BE MADE 


In order for the Plains Electric Generating Cooperative to serve power to the 
San Luis Valley REA and assuming they had a line from Espanola to Taos, N, 
Mex., to serve other customers, they would have to construct at least 75 miles of 
transmission line from Taos into the San Luis Valley together with expensive 
substations. The cost of this alone would be $1 million or more. Not only will 
there be the unnecessary investment of a million dollars in this transmission line, 
but someone will have to pay annual expenses to cover interest, depreciation and 
operation, and maintenance on this transmission line. The map included here- 
with and marked ‘Exhibit A’’ indicates the existing transmission facilities in the 
State of Colorado and shows in green the approximate location of the proposed 
line from the Plains Electric Generating Cooperative into the San Luis Valley. 

In addition to the expenditure for this transmission line, there is an additional 
expenditure included of probably another million dollars in power plant capacity 
to supply the load of the San Luis Valley REA. Consequently, the elimination 
of this transmission line into Colorado will effectuate a total savings of approxi- 
mately $2 million of taxpayers’ money. 


VISIONARY PURPOSE OF TRANSMISSION LINE 


Another new and novel idea is injected into this proposal. The Bureau proposes 
to construct 362 miles of transmission lines at an estimated cost of $7,800,000 and 
these facilities in turn are to be leased to the REA. This raises some questions. 
Why doesn’t the REA construct its own transmission line? Under what authority 
can the Bureau secure appropriations to construct and lease such transmission 
facilities? 

As partial justification for the construction of these lines by the Bureau, it is 
stated that they will eventually be used by the Bureau in connection with power 
projects it hopes to construct at some future date. On that theory, according to 
their own published maps of future transmission lines, they could cover the entire 
West with transmission facilities hoping, or presuming, at some future date to get 
authorization of reclamation projects involving power. Should any such trans- 
mission lines prove necessary in the distant future, they can be constructed at that 
time. This is particularly applicable to the proposed line into the San Luis 
Valley where no justification presently exists and where there is no need for such 
a line in the foreseeable future. 


LINE WOULD VIOLATE WHEELING PRINCIPLE 


The main purpose to be accomplished by the wheeling contract was the elimina- 
tion of construction of Bureau transmission lines where adequate service could be 
rendered over the facilities of private utilities. The construction of a line from 
New Mexico to the San Luis Valley in Colorado would definitely violate this 
underlying principle. As stated above, power has been supplied to the San Luis 
Valley REA under our wheeling contract since February 18, 1951. 


CONCLUSION 


Here is a request that was not included in the regular budget where an oppor- 
tunity is provided for study and analysis, but instead is urged at the last minute 
to be included when time does not permit the proper appraisal and study of its 
many ramifications. 

In the light of the foregoing, we most respectfully urge that any authorization 
or funds be specifically denied to the Bureau of Reclamation for the construction 
of anv transmission line from New Mexico into the San Luis Valley of Colorado. 

Respectfully submitted. 

Pursnuic Service Co, or CoLorapo, 
J. E. Loiseau, President, 


DenveER, Couo., May 1951. 
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(The accompanying map was filed with the committee.) 
TRANSMISSION LINES 
AMOUNT REQUESTED 


Mr. Lotseav. The first we learned of this proposal was from news- 
paper reports dated May 23, 1951, that there was a request made of 
the committee for $7,800,000 to construct 362 miles of 115-kilovolt 
lines. The purpose of these lines is to transmit energy from a 
proposed $9,000,000 steam-electric station of Plains Electric Gene- 
rating Cooperative to be located at or near Espanola, N. Mex. 

Included in this 362 miles of line is a line to the San Luis Valley. 
I would like to refer you to the map on page 6 of this particular 
statement. The map is a map of our system and other electric 
systems in Colorado. 

At the bottom of the map in the center is the San Luis Valley with 
Alamosa approximately in the center of it. We have shown on this 
map in a green dotted line the proposed line to be built from New 
Mexico to the San Luis V ‘alley that is included in the 362 miles. 

Senator HaypeEN. Is thesteam generating plant to bein New Mexico? 


CONSTRUCTION PROGRAM OPPOSED 


Mr. Lotseav. Yes; at Espanola. Our understanding is they will 
have a transmission line to Taos, N. Mex. So we have taken 
the distance from Taos, N. Mex., to the Alamosa-San Luis district. 
That is approximately 75 miles of line that will have to be constructed 
from Taos. We estimate the cost of this, with the attendant sub- 
stations, will be at least $1,000,000. 

In addition to that, if they attempt to serve the San Luis Valley 
from that particular power line, it will be necessary that they include 
generating capacity in that power plant to serve the San Luis Valley, 
which at present has a load of somewhere in the neighborhood of 

3,700 to 4,000 kilowatts and which is growing. Consequently, they 
would have to include in the power plant 5,000 kilowatts or more at 
a cost of another $1,000,000, so the amount involved in this is ap- 
proximately $2,000,000, to say nothing of the critical materials that 
are involved. 

WHEELING CONTRACT 


I want to say that this line is totally unnecessary. On August 18 
1950, we signed a wheeling agreement with the Bureau of Reclamation 
where ‘by we agreed to wheel Bureau ene rgy to the various REA’s on 

ir sven. The contract was signed between the San Liuis REA 
and the Bureau of Reclamation, and service was begun on February 
18 of this year, whereby we began wheeling Bureau energy to the 
San Luis Valley REA. 

First, I want to say our facilities for supplying power to the San 
Luis Valley are adequate. We have a steam plant at Alamosa of 
about 11,000 kilowatts capacity. The last 5,000 kilowatts was in- 
stalled in 1947, I think. We have on schedule a steam plant addi- 
tion of about 7,500 kilowatts or larger to be installed in 1953, if re- 
quired. 

On August 1, 1950, we put in operation a 115-kilovolt line that con- 
nected the San Luis Valley system with our main central system and 
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this line extended from Leadville, Colo. to Poncha Junction near 
Salida. We already had a 44-kilovolt line from Poncha Junction to 
the San Luis Valley. This 44-kilovolt line has been rebuilt into a 
69-kilovolt line from Poncha Junction to the San Luis Valley. Con- 
sequently, we have a strong interconnection serving the San Luis 
Valley from Leadville south. It is over those facilities that we wheel 
Government power. 
POWER RATES 


Senator Haypren. That Government power is hydro power. How 
does the cost of that to the REA’s in the San Luis Valley area compare 
with the cost of generating steam in that area? 

Mr. Lorsrav. The Government charge to the REA’s is approxi- 
mately 7% mills. On top of that is 2 mills wheeling, which makes a 
cost of around 935 mills at the present time. 

Senator Haypen. What had you been charging? 

Mr. Lorseav. I will tell you our history. Before the San Luis 
Valley was interconnected wich our system in 1949, we were charging 
the San Luis Valley 14.6 mills. In 1950 when we interconnected the 
San Luis Valley with our central system, we gave the benefit of the 
over-all economy of the system to them. At that time our price to 
them was 11.3 mills, or a reduction of 3.3 mills. 

As of February 18 they were hooked up under the wheeling agree- 
ment whereby power is presently delivered to them at approximately 
915 mills, a reduction of 1.8 mills under what we had formerly charged 
them. 

Senator Haypen. Can they get the power any cheaper in New 
Mexico? 

Mr. Lotseav. I would like to make this point clear, first: that is, 
that the facilities for taking care of San Luis Valley under the wheeling 
agreement which was intended for the specific purpose of taking care 
of such REA’s, fully takes care of them at a rate of 9.5 mills. If 
power is brought up from Espanola, there is an estimate today—| 
heard a figure mentioned that they proposed getting power at around 
8 mills. That is the intention—to offer San Luis Valley 8-mill power. 
That I think is predicated on buying certain cheap gas to burn in 
their boilers. 

Down at Espanola we do not know how long that will last. As a 
matter of fact, the power, in our estimation, simply cannot—if the 
actual cost is ascertained—be delivered into the San Luis Valley at 
8 mills. That is, the transmission costs on top of the generating 
costs are entirely too high. Consequently, the maximum saving that 
might be accomplished to the San Luis Valley REA might be one mill 
and a half. In order to do that the Federal Government, either 
through the REA’s or through the Bureau of Reclamation, would 
have to spend approximately $2,000,000 and utilize a tremendous 
amount of critical materials at this time. 


MAIN PURPOSE OF WHEELING CONTRACT 


We have this in mind: That the main purpose ot be accomplished 
by the wheeling contract was the elimination of construction of 
Bureau transmission lines. It was for that purpose that we signed 
these wheeling agreements. However, if we are going to be confronted 
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with this thing, that we hardly start the wheeling agreement but 
what the Bureau comes in from an entirely different direction with a 
new transmission line, what is the use of having wheeling agreements? 
So we have in mind that this proposed line from Taos, N. Mex., to the 
San Luis Valley is just a complete duplication of existing facilities 
because ample amounts of power are in the San Luis Valley and are 
going to continue to be there. 

Senator Haypen. Are you familiar with the situation in northern 
New Mexico about which w e have had testimony here? Briefly, 
was this: 

Large reserves of gas have been discovered in northern New Mexico 
which makes fuel cheaper than it has been heretofore, power cheaper 
than when generated by coal. By generating it with gas and hooking 
it up, it would relieve a power shortage that now exists in New Mexico. 
I understood from your testimony that all might be true, but it i 
still unnecessary to go into the San Luis Valley in Colorado. 


GOOD FAITH EXECUTION OF GOVERNMENT CONTRACTS 


Mr. Liosravu. That is the point, Senator. I am not here protesting 
the New Mexico situation. I have not made a study of it. This was 
introduced rather late. Nobody had a chance to make an analysis. 
I saw it by a newspaper report. Iam not here representing any power 
company in New Mexico. I am simply calling the attention of this 
committee to the fact that we, in good faith and at the urgence of this 
committee, executed wheeling agreements with the Government to 
take care of all these REA’s and our system. We did that. Then we 
hardly get set to perform under that wheeling agreement when they 
attempt to bring in power from an entirely different direction. It can 
only be predicated on the theory—and I use the word advisedly—that 
they might save a million and a half on the purchase of the power. It 
is highly questionable, because, when you attempt to take power from 
Espanol: 1, Which is probably 125 miles from the San Luis Valley, there 
Is a big 1 investment—ope rating costs, maintenance costs, replacement 
costs. 

If the real honest-to-goodness truth were known, they cannot 
deliver power at eight mills. So my point is this: Why have a wheel- 
ing agreement, and why attempt to solve these rural problems if, when 
you think you have them solved, the Bureau comes in from an entirely 
different direction with a new concept? 

Senator ELLeNpER. When did you enter into this agreement that 
you speak of? 

Mr. Lorseavu. August 18, 1950. 

Senator E.LenperR. You have been operating under it ever since? 

Mr. Lotsnav. It took the Bureau and the San Luis Valley a little 
time to get coordinated on their contract. They did execute a con- 
tract. As of February 18 this year the wheeling arrangement started 

Senator Ettenver. Did you know this project was in contempla- 
tion, or had you recently le arned of it? 

Mr. Loiseav. We just learned it from a newspaper report on the 
23d of the month, just the last few days. 

Senator ELLENDER. It was not brought to your attention during 
the negotiations for the so-called whee ling agreement? 
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Mr. Lotseav. No. I might say this to you: that the Plains 
Generating Co. talked of a plan over in Colorado last year some 
time. There was some talk at that time. The Espanola plant was 
never discussed at that time. There was a plan talked of of the Plains 
Generating Co. building a plant, but not at Espanola. This was new, 
not injected at the time we started our wheeling agreement. 

Senator ELLenpeER. Is this from Interior or REA? 

Mr. Loiseavu. I don’t know. This raises some very considerable 
and unusual questions. 


LEASING OF TRANSMISSION LINES 


Senator ELtenpeR. They have theoretically said the generating 
plant is to be built by the REA, but the Bureau is going to build 362 
miles of lines for transmitting some of the power. It is Bureau money, 
nevertheless. The REA will build the generating plant and Interior 
will transmit some of the power generated. That is a different method 
from what is in effect in other sections. 

Mr. Lotsrav. It is. I think it is the reverse, Senator. This is a 
reversal of the Southwestern procedure. 

Senator ELLENDER. If it is as you say. 

Mr. Lotseavu. I am quite confident I-am correct. 

Senator Haypen. It was pointed out at the New Mexico hearing 
it is similar to the South Dakota situation, where power from one of 
the large dams on the Missouri River was ultimately to go into the 
Dakotas. The Reclamation Bureau is constructing a large group of 
transmission lines. 

Senator ELLenpEr. But that is from power generated at a publicly 
owned dam. 

Senator HaypEen. Yes. 

Senator ELLENpER. This offer here is from the steam plant. 

Mr. Lotsrav. It is a steam plant which is to be erected by a rural 
cooperative. 

Senator ELLENDER. It is just the reverse. 

Senator Youna. I think you have reference to the North Dakota 
situation where a loop transmission facility is being built. That is 
being built by the Bureau and leased to REA. 

Senator ELLENDER. What right would they have to get an author- 
ization to build a power line from a plant that is not owned by the 
Government? I mean a steam plant? I can understand that right 
to convey power produced from a Government-built dam. But here 
in this case, as I understand the witness, an REA cooperative is 
building the steam plant and Interior is coming in to get money to 
build the line to convey that electricity from one point to another. 

Mr. Lorseav. That is correct. 

Senator ELLENDER. That is another aspect of it. 

Mr. Lotszavu. I inquired a little bit about it. There is little infor- 
mation you can obtain. I am told one theory backing this up is that 
the Bureau says that at some future date, when we erect more power 
plants, that these lines will be used or useful at that time. 

My contention is that if they are going to follow that concept, and 
if you have seen the map of the Bureau, you will see that they will 
have the entire west coast covered with lines in anticipation of future 
plants. There is plenty of time to build these lines when there is a 
necessity for it. 
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Senator ELtenpver. Are there any places in that locality where 
power can be produced from falling water? 

Mr. Lotseavu. There is always possibility of water diversion from 
some dams in that area, but you understand that water in that area 
is practically all appropriate \d for irrigation. 

I have some clippings here. If the committee should desire it, 
I would like to introduce them, showing, from the standpoint of 
transmountain diversion, there is a big difference of opinion as to 
whether mountain water should be diverted from the San Juan Basin 
to the Rio Grande Basin. The San Juan people are protesting it. 
I do not know if these power plants will be built. If the committee 
would like for me to introduce a couple of clippings for the record to 
show there is a big contention as to whether water should be diverted 
and as to whether any power plants will be built, I will do it. 

(The clippings referred to are as follows:) 


[From the Denver Post, May 21, 1951] 
Water Pians Stir New Mexico StTrIFE 
(By Fred Baker) 


FarMINGTON, N. Mex., May 21.—New Mexico is arguing out one of its biggest 
water problems—diversion of precious water from the San Juan River to the 
drought-stricken Rio Grande Valley of central New Mexico. 

Most leaders here say there probably will be diversion—but the big question 
of “how much” still remains to be settled. And it’s an important one because it 
affects thousands of people. 

The Rio Grande Valley is growing industrially and agriculturally. It needs 
more water. But water taken from the San Juan diminishes the potential for 
development of this fast-growing basin area. 

The San Juan River is part of the upper Colorado River Basin system. Under 
terms of the upper Colorado River Basin compact, the State of New Mexico was 
allotted some 838,000 acre-feet of water from the San Juan, 

An Interior Department report ‘says that present usage of San Juan water, 
plus evaporation and other natural losses, accounts for 238,000 acre-feet. 

This leaves approximately 600,000 acre-feet available for future uses in New 
Mexico. 

Farmers, city officials, and industrialists in the Rio Grande Valley, where the 
“Mighty Rio” now is little more than a trickle, are eying the San Juan water 
and have advanced a proposal to divert up to 300,000 acre-feet from the San 
Juan watershed to the Rio. 

Residents of the San Juan, including the Navajo Indians on the huge western 
New Mexico reservation, are just as strong in their belief that the San Juan water 
should stay ‘‘on the west side.” 

J. R. Riter, chief of the hydrology division of the Bureau of Reclamation office 
in Denver, told a tribal council meeting of the Navajos recently that if no water 
was diverted from the San Juan to the Rio Grande, there was water to irrigate 
170,000 acres of land in the San Juan area. 


PROJECTS CONSIDERED 


At the other end of the table, he said that if 300,000 acre-feet was diverted, 
it would leave only enough water for the irrigation of 105,000 acres in this area. 

Largest project under consideration for northwestern New Mexico is the 
Shiprock irrigation project to water about 113,900 acres of Indian lands on the 
reservation. 

The other major project is one to irrigate new white lands in San Juan County 
due south of Farmington. Proposed size of this project has been set at 67, 700 
acres if a pumping system is used, or 20,450 acres if the system is strictly a 
“gravity” operation. 

Riter’s table of possible water uses showed that if 200,000 acre-feet was diverted 
to the Rio, there would be water left for the irrigation of 125,000 acres in the San 
Juan area. The minimum total of the two major projects listed above is 134,350 
acres. 
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“HOW MUCH?” 


Thus the fight over the San Juan water has resolved itself into a prime issue of 
“how much?” is to be diverted if such a program is undertaken. Most leaders 
in this area concede that ‘‘some diversion will probably be made, but we’ll fight 
to the last ditch to see that we keep enough here for our own uses.”’ 

In Albuquerque, Walter Berger, head of a committee in the Rio Valley studying 
the diversion proposal, emphasized that the Rio group does not want to “rob” 
the San Juan, but does want “the surplus water that cannot be used in that 
area.”’ 

“Every town and community in the Rio Grande Valley would benefit from 
more water in the Rio,’’ Berger said. ‘‘A survey indicates that at least 200,000 
persons would be benefited. No new lands would be put under irrigation—the 
additional water would be purely supplemental water supply.” 


(From the Denver Post, May 22, 1951] 
San JuaAN River BatTrLte SEEN Racina Since 1908 
(By Fred Baker) 


FARMINGTON, N: Mex., May 22. 

The current battle over the valuable water of the San Juan River—eyed by 
Rio Grande Valley farmers and city dwellers alike as potential supplemental 
water for the parched valley—is no new controversy. 

Orval Ricketts, veteran newspaperman of Farmington, recalls that he came 
here in 1908 and that talk about using the San Juan water for vast irrigation pur- 
poses ‘“‘was going strong at that time.” 

“We've been writing stories about who will use the San Juan water ever since,”’ 
Ricketts said. 

Long-time residents of the San Juan basin recall that at the turn of the century, 
Jay Turley, territorial engineer for New Mexico, had a plan to irrigate 1,250,000 
acres of land on the vast mesas south of here. 


LAND TOO HIGH 


Subsequent—and more accurate—surveys showed that much of the land in 
Turley’s project was too far above the river level to make irrigations economically 
feasible. 

Old-timers say the idea of building a dam to store the San Juan water near the 
Colorado-New Mexico line and then irrigate lands downstream by means of canals 
likewise is an ‘‘old story.” 

The present controversy has arisen from a proposal to construct the Navajo 
Dam for just such a purpose—but with an additional project that would divert 
up to 300,000 acre-feet of water annually to the Rio Grande Valley. 

Now the residents of this area who have dreamed and talked of irrigation projects 
using San Juan water are afraid that they will be “robbed”’ of the precious flow. 


MANY CHARGES 


There have been charges of “political pressure’ and altered figures, even a 
threat to secede from New Mexico and join Colorado. Many residents of the 
area will admit that the petitions advocating secession were signed “mainly in 
an attempt to draw attention to this entire problem.’’ 

Most leaders in the area believe that at some future date—it will take vears 
for all details to be ironed out—there will be diversion of ‘“‘some”’ of the San 
Juan water. Some leaders of the Navajo Indian reservation, also vitally affected 
by the San Juan controversy, have indicated their intention of “fighting the 
diversion to the highest court to see that not one drop of water is diverted,”’ 

Meanwhile, engineers representing all parties concerned are continuing with 
studies as to the best size for irrigation projects in the San Juan area, Almost 
everyone in the controversy agrees that the amount of water which may be 
diverted to the Rio Grande Valley will depend on how much water can be used 
in the San Juan areas. 

Leaders in the move to divert the water believe there will be 250,000 acre-feet 
left over when all San Juan projects are approved. 
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Opponents of the diversion plan are B ype as positive in their belief that there 
will be ne more than 100,000 acre-feet of water “surplus” over the San luan 
area needs, 









Senator HAYDEN. 





The next witness will be Mr. Hunter. 
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Mr. Hunter. Mr. Chairman and members of the committee, my 
name is Dan B. Hunter. I live at Dove Creek, Colo. That is one 
of the less populated towns in the State of Colorado in one of the 
smallest counties. I wish to say by way of preface that Iam represent- 
ing the Empire Electric Association, also the La Plata REA Association. 

[ am a member of the State water board conservation district. | 
am the president of the Southwestern water conservation district 
and I am also representing the State of Colorado on matters of water, 
with the rivers and harbors congress of that State. 

Furthermore, I wish to say | am not an attorney, I am not an 
engineer. NeitheramTalobbyist. This is the first time in my almost 
80 years of life that I have ever appeared before such an august 
assembly as this. I am here at my own expense. No one is paying 
my expenses to the city of Washington. No one is paying my salary. 
I am here because I am directly interested—and have been for many 
years—in the conservation and development of the agricultural in- 
terests of my State. Also I am deeply interested in the development 
of the hydroelectric power of the State of Colorado. 

| feel very much, as I stand before you, in this august assembly, as | 
imagine some 500 years ago, Christopher Columbus felt when he 
appeared before the august board of the seven wise men of Salamanca 
and asked admission into that assembly. The chairman of the board 
picked up an empty goblet and filled it with glowing wine to the brim. 
He held it forth to the discoverer of America, and he said, “There is 
no room, not another drop will the goblet contain.’’ That bold and 
fearless man plucked a rose petal from a rose urn. He placed it on the 
goblet and it floated. That is the way I feel, gentlemen, as I stand 
before you this day. Iam but a floating leaf upon a goblet of wine, 
but I ask the permission at this time that we be permitted to present 
to this assembly 10 witnesses who have written statements, which we 
would like to have made a part of the record. 

[ remember several years ago when I sat in the galleries in the House 
and I listened to Joseph Welden Bailey who, at that time, was the 
United States Senator from my own native State of Texas, he made 
this remark: 
We have rights at 
which lack resistance. 

































home which need assistance, and we have wrongs abroad 





EFFECT ON WHEELING CONTRACTS 





Gentlemen, that is the way we people who are being served by the 
REA lines through the length and breadth of broad America feel 
\Ve have some wrongs whic +h need resistance. I trust vou gentlemen 
will give it your most honest and conscientious consideration because 
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we farmers—not only in the State of Colorado, but throughout the 
length and breadth of the land—feel that this Keating amendment will 
cripple and will injure the wheeling agreements that have been 
entered into by all of the REA co-ops in this country. 

I thank you. 

Senator Haypren. The statements you mentioned will be included 
in the record. 

Senator Haypren. Mr. Hanlon. 


TRANSMISSION DIVISION, MISSOURI BASIN PROJECT 


STATEMENT OF V. T. HANLON, MANAGER, EAST RIVER ELECTRIC 
POWER COOPERATIVE, MADISON, SOUTH DAKOTA 


EFFECT OF KEATING AMENDMENT 


Mr. Hanton. Mr. Chairman and gentlemen of this committee, 
my name is V. T. Hanlon. I am manager of the East River electric 
power cooperative of Madison, S. Dak. I also represent the State of 
South Dakota REA Association. 

I appeared a year ago before this committee and the chairman 
mentioned a few minutes ago the deal we had in South Dakota to 
defeat what we thought at that time to be a terrible power shortage. 
Now we find out it is worse. 

Mr. Hunter already mentioned we are here to protest the Keating 
amendment, that has been passed by the House of Representatives. 

I would like to review, although it is a matter of record, our hearings 
of a year ago before this committee, and exactly what the situation was 
in South Dakota. 


TRANSMISSION LINE CONSTRUCTION 


It parallels to some extent the North Dakota situation. At that 
time we asked if Congress would appropriate money so that we could 
build the transmission line that is outlined in red here on this map, 
a line in this case which the Bureau of Reclamation had intended to 
build when Fort Randall came in, in 1953, and we asked to have that 
accelerated, so it would be built in 1951. That was granted. The 
main thing we were worried about was the tremendous power shortage. 
There is one power company that was also a matter of record here. 
They gave us a letter to 13 of the 21 cooperatives represented there, 
stating they would not have power after June 1, 1951. That was 
Northwestern Public Service Co. June 1 is a very few days away. 

Since that time the power company said they could hold their load 
through the summer. They would be able to take care of the load as 
best they could between now and their peak, which will be hit in 
about December of this year. There was the Otter Tail Power Co., 
that served six of the cooperatives and the story was the same as was 
testified to here in North Dakota. That left only one power company 
in the State of South Dakota that had power in this section. That 
was Northern States Power Co. 
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PRIVATE WHEELING CONTRACT 


At the time we met with you here a year ago, we said we were 
trying to arrange a contract with them and at this time we have this 
contract. We intend to buy power from Northern States Power, 
rent the line you have authorized the Bureau of Reclamation to build. 
Then, in turn, there was a promise by the REA. Claude Wickard 
wrote us a letter and stated he would loan us money. 

You see the blue line there on the map. He said he would loan us 
money so that we could carry power to the substations. So we have 
a three-way arrangement with a private company willing to supply 
us power under contract. They are now expanding their unit at 
Sioux Falls to take care of this increased demand. _ 

The Bureau of Reclamation has made the survey work and is 
getting ready to build that red loop there on the map which will be 
the backbone of our system until hydropower becomes available in 
1953 or 1954. We of the East River Electric Power Cooperatives are 
now building the blue system, which is the 69,000 seven-substation 
transmission line. The people of South Dakota were very happy 
about this. ‘hey were more than happy as to how gracious the 
Congress was to give them this. It ended the shortage problem that 
even the power companies there admitted they could not handle. 


GOVERNMENT TRANSMISSION LINE 


Senator Youna. Will the power companies also use this Bureau 
line to wheel some of their current? 

Mr. Hanon. They have that right. Northwestern Public Service 
has a wheeling contract with the Bureau of Reclamation. Should 
they have any power, they could use it. We do not have an exclusive 
right to rent that line. 

Senator Youne. Will the power companies that feed power into 
those lines and receive power from them enter into any agreement? 

Mr. Hanton. They have no interconnection agreement, if that is 
what you mean. 

Senator ELLENDER. How much of that line has been erected? 

Mr. Hanton. The Bureau of Reclamation has not built one foot 
of it. 

Senator ELLtenperR. The money has been appropriated? 

Mr. Hanuon. Yes; and survey work isready. Contracts have been 
let, but no construction has started. 

Senator ELLENDER. Why the delay? 

Mr. Hanton. It has taken that long for materials and survey work 
to get it ready. 

Senator ELLeENDER. The survey work has been completed and 
materials contracted for? 

Mr. Hanton. Yes. 


EFFECT OF KEATING AMENDMENT ON PRIOR APPROPRIATIONS 


Senator ELLENDER. Do you remember how much we appropriated? 

Mr. Hanton. You appropriated $3,000,000. 

Senator ELLeENDER. Out of a total of how much to complete the 
project? 
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Mr. Hanon. $9,000,000. 

Senator E.tenper. This Keating amendment would prevent you 
from utilizing the money that was appropriated last year? 

Mr. Hanton. That is right. The other thing is the Bureau of 
Reclamation has made no provision in the contract for any of their 
substations, which we noticed. REA has made the loan. We have 
the materials purchased. We have gone into the contract for the 
first section of line within the next few weeks, we hope. For that 
reason we feel the Keating amendment will leave us with a big 
investment. REA will have an investment, or the East River Electric 
Cooperative. Also, the Bureau of Reclamation and Northern States 
Power Co. 

Senator ELLENDER. Have the cooperatives built any of these lines 
indicated in blue? 

Mr. Hanton. A few of them. This one up here on the map has 
been completed and is now being rented to the Otter Tail Power Co. 
They are using the REA line to wheel power to their own customers. 


CONSTRUCTION PROGRAM 


Senator ELutenper. All these lines indicated in blue are being 
built on the assumption that the lines indicated in red will be 
constructed? 

Mr. Hanton. That is right. It could not stand by itself. Mr. 
Wickard was quite explicit in saying he would want his loan tied 
to this loop. 

Senator Haypen. You want the Senate to strike out the Keating 
amendment? 

Senator ELLenperR. Or modify it so they can build. 

Mr. Hanton. I think that would be striking it out. Western 
South Dakota, at the same time, also had a grant which does not 
show on the map here, from Fort Randall out to Winter, and also an 
agreement with the Black Hills Light & Power Co. REA gave them 
money to build a unit. Their agreement to deliver to cooperatives 
west of the river was made. They went to contract. So it would 
affect them the same as us. 

There is an area of five counties that have no central-station service 
at all. You remember our testimony before about that. 

I would like to bring one thing else out. That is, our appropriation 
on the 230,000-volt lines that the Bureau is asking some authorization 
for at this time. Should they be cut, it would delay power from 
Randall one more year. 

Senator YounG. Have you experienced any difficulty in South 
Dakota in dealing with private power with respect to securing current 
from them? 


POWER RATES 


Mr. Hanton. We went through the usual procedure. Northern 
States cut rates from 14 mills to 9.5 mills before we signed a contract. 
It has not been all easy, by any means. 

Northwestern Public Service Co. is a company using to the last 
inch their power. We have an instance of a few months ago where 
they lost a transformer at one of their stations at Aberdeen, S. Dak. 
They put their own load back on and left the REA off for some 20 or 
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30 hours. Most of the people in South Dakota, the REA’s, are 
actually under surplus contract. The contract is that “if we have 
power we will give it to you, if not, you will suffer.’ 

We have low voltage, we have long outages, and we have broken- 


down transmission lines of some utilities we are trying to give service 
on to the cooperatives. 

Senator Haypren. Thank you, si 

The next witness will be Mr. Austin. 

The statement is as follows:) 


Testimony oF V. T. HANLON 


Mr. Chairman and gentlemen of the committee, my name is V. T. Hanlon. 
Iam manager of the Kast River Electric Power Cooperative of Madison, 8S. Dak., 
and legislative representative of the South Dakota Rural Electric Association. 

South Dakota is one of the lowest-electrified areas in the Nation, not because 
of economic conditions but in the fact that there is no central station power in 
many areas and only a small available amount for rural electrification in others. 
Yet South Dakota is rich in agriculture and an area of low available labor supply. 

The East River Electric Power Cooperative is an organization composed of 
21 REA distribution cooperatives formed for the mutual purpose of bringing 
wholesale electricity to substations of the individual cooperatives. These 21 
cooperatives will eventually serve 50,000 farm families, or nearly one-third of the 
population of South Dakota. 

The East River Cooperative was formed to delver wholesale power from a 
private power company, Northern States Power Co., to the individual distribu- 
tion substations by using Bureau of Reclamation’s lines as major feeders and the 
Kast River Cooperative lines as secondary feeders. In other words, it is a com- 
bination of a private power company, the Bureau of Reclamation, and REA. 

The complete rural electrification problem of South Dakota and the testimony 
supporting such was clearly brought to this committee in the hearings before a 
subcommittee of the Committee on Appropriations, Unitea States Senate, of the 
Kighty-first Congress, part I, pages 855 to 928. 

I’ll briefly summarize the problem and give you the solution that was finally 
worked out. First, 13 of the 21 cooperatives were notified by their supplier of 
wholesale electrical energy that after June 1, 1951, they no longer would be able 
to supply the power needs of these cooperatives. ‘This power supplier was North- 
western Publie Service Co., of Huron, 8. Dak., and a copy of their letter of noti- 
fication can be found in the hearings before this seenene 1 year ago. Next, 
Otter Tail Power Co., of Fergus Falls, Minn., told the cooperatives they served 
in South Dakota (six in number) that they would be able to supply pre sent needs 
but not any additional power. This of course was ridiculous in the Kight of an 
expanding rural electrification program and the continuous growth of kilowatt- 
hour consumption. Then a municipal electric system serving one cooperative 
notified such that they could not supply their increasing needs and wouldn’t supply 
plant capacity to meet such, 

This left only 1 power supplier with any power to be sold to the 21 rural dis- 
tribution cooperatives and they had no means of getting such power to the load 
centers. A contract for this power was signed with Northern States Power Co. 
to supply such until the hydro power became available for Fort Randall Dam, 
the first of the Missour: Basin hydro plants to deliver power. 

Then the Rural Electrification Administration agreed to loan money to the 
‘ast River Electric Power Cooperative to build subtransmission lines to feed 
to the distribution cooperatives’ substations. This agreement hinged on the 
proposition that the Eighty-first Congress would authorize the construction of a 
115,000-volt Bureau of Reclamation transmission line 3 years in advance of 
their needs so that such could be rented to the farmers of South Dakota. 

This committee heard the testimony of the South Ds kote i people and favored 
uch an idea and Congress saw fit to follow the committee’s actions. For this we 
were highly thankful and believed we had our electrical power problem solved. 

The East River Electric Power Cooperative is already building lines, Northern 
States neue Co. is expanding their generation facilities, and the Bureau of 
Reclamation is starting their program. Yet we find that an amendment called 
he Keating amendment recently passed in the House of Represettatives will stop 
our whole program, It is true that the Bureau of Reclamation has let contracts to 
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private firms to build these lines, yet we feel they can be stopped by the amend- 
ment. Even if such lines were allowed to be built, the Bureau of Reclamation has 
not let contracts for the substations so necessary for supplying electrical service 
to the 21 cooperatives. The lines are of no value without substations. 

The people of South Dakota cannot understand Congress giving them an 
answer to their long-delayed rural needs of electricity one year and taking it away 
from them the next. 

It is true that there is a wheeling contract between the Bureau of Reclamation 
and Northwestern Public Service Co., but it is only for surplus capacity of their 
system when hydro power becomes available. By their own statements they 
have no such surplus capacity and hydro power will not be available until late 1953. 

We also do not want to see the 230,000-volt transmission lines stopped by the 
lack of appropriations. The delay of the Bureau of Reclamation in building these 
large feeder lines will mean the delay of another year when Fort Randall hydro 
plant comes in sometime in November of 1953. 

In western South Dakota the Rural Electrification Administration made funds 
available for a private corporation, the Black Hills Light & Power Co., to expand 
their generation plant. They need the accelerated Bureau of Reclamation lines 
granted by Congress a year ago so that they can get power to the western ranches 
and farms. It would certainly not be right to deny these people the right to have 
labor-saving electricity on their places. 

I wish to thank this committee in behalf of the farm people of South Dakota 
and urge you to restore the damage that has been done to them by the action of 
the House of Representatives. 

Senator ELLENpDER. I wonder if we can have placed in the record 
the amount of money requested by the Department of the Interior for 
more work on this line, and what action the House took? 

Senator HaypeNn. The clerk will do that. 

(The information is as follows:) 


South Dakota lines—Advance construction 


| 


ee Fiscal year Amount 
Feature E oa pee 1952, esti- allowed by 
™ mate House 
| 
East River loop service 
Sioux Falls-Brookings 115 kilovolt transmission line and 
substations. .- | $438, 000 | $674, 000 $640, 873 
Brookings-W atertown 115 kilovolt transmission line and 
substations... _...-- | 389, 000 436, 000 414, 571 
Watertown-Aberdeen-Armour 115 kilovolt transmission 
line and substations- 1, 578, 000 1, 777, 000 1, 689, 660 
Armour-Fort Randall, T: Ap- Gavins Point, Tap-Sioux Falls | 
kilovolt transmission line and subst: stions ads een | 954, 500 | 1, 158, 000 1, 101, 084 
Subtotal East River loop service et 3, 359, 500 <x 045, 000 3 846, 188 
Rapid City-Midland 115 kilovolt transmission line and sub- | 
stations | 693, 500 745, 000 708, 383 
Fort Randall-Bonesteel-Gre gory-Winner 115 kilovolt trans- | 
mission line and substations... ........................- 486, 000 | 640, 500 | 609, 019 
NI iA dine RE "5,430,500 | 5, 163, 690 











Cotorapo-Bia THompson Prosect, COLORADO 


STATEMENT OF H. VANCE AUSTIN, MANAGER, COLORADO STATE 
ASSOCIATION OF REA COOPERATIVES 


EFFECT OF KEATING AMENDMENT 


Mr. Austin. My name is H. Vance Austin. I am from the State 
of Colorado. I bear the title of manager of the State Association of 
REA Cooperatives. I am here at their request. 

I would like to say in the beginning here that sometimes we talk 
around and around about things without coming right to the issue. 
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I would like to speak of some of the things we are vitally concerned 
with. I think we are tied up in phrases with something to do with 
patriotism and critical materials, when actually maybe we have our 
foot on the dollar some place along the line. 

There are three particular things before us at this time that confuse 
us in Colorado very much in connection with this bill. There are 
three of those amendments that were put on the appropriation bill 
by the House. One is the Taber amendment, which takes quite a 
chunk out of the appropriation for the Reclamation Bureau. The 
other one is the Keating amendment, and then the Jensen amendment, 
that has to do with the employment situation. 


EFFECT OF HOUSE AMENDMENTS 


I would like to talk about each one of them briefly. 

The Taber amendment cuts down on the appropriation for the 
Bureau of Reclamation. We are vitally interested in the Bureau of 
Reclamation and REA in Colorado because we need the power there. 
Anything that cuts down the Bureau of Reclamation’s program 
means that their power availability will be cut down or further 
delayed. 

In Colorado, as in every other place in the country, we have a 
rapidly growing rural load. I am sure the same thing is true of the 
city load of the private power companies. It has been growing at 
a phenomenal rate. 

As Senator O’Mahoney mentioned concerning Wyoming, those 
Western States are receiving quite an impetus now in regard to 
industry and people going back there. A lot of the development of 
natural resources takes electric power. We need a lot of it in Colorado 
and particularly for that broad general reason we do not want anything 
to happen to the Bureau of Reclamation’s program of giving us more 
low cost power. ‘The ‘‘us” in that matter is not only the rural electric 
cooperatives because Bureau power is available to the private power 
companies of the State. It helps build that area. It is an inland 
area. It has natural resources. He has a lot of things we need in 
time of war, certainly. 

As to the Keating amendment, which has been mentioned a number 
of times today, and will be mentioned by practically every one of the 
witnesses here, the Keating amendment states that there can be no 
construction in areas where there is a wheeling contract. We think 
that would put us at a great disadvantage. You heard Mr. Loiseau 
speak of the wheeling arrangement negotiated in Colorado between 
the Bureau of Reclamation and the Public Service Co. of Colorado. 
That wheeling arrangement was worked out on a pretty much of a 
voluntary basis there, with the Bureau on the one hand and the Public 
Service Co. on the other. 

We in the rural electric cooperatives were kept pretty well apprized 
of that. We were the recipients of that electricity and we were 
interested and consulted along the way. Thoughout the whole thing 
it was a matter that we were making that arrangement in Colorado 
by ourselves. The Bureau of Reclamation and the Public Service 
Co. were just as interested recipients of the benefits from it. If the 
Keating amendment were to become law, that places a club directly 
over our heads. It takes away the theory of voluntary agreements 
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being reached, because then we would be told; ‘‘Because you have a 
wheeling agreement back here in Washington, Congress is no longer 
concerned with any possibility of seeing to it that you get low-cost 
power from any place else, with the necessary transmission lines.”’ 

We would simply be told that the wheeling agreement ties everything 
up. ‘You are under the terms of that.’ There is no other possibility 
of working out any way you can get electricity to your distribution 
centers for distribution to those farmers and ranchers. 

For that reason, particularly, we are very much concerned over this 
business of the Keating amendment. We do not think we need any 
club like that over our heads. We have had a very happy relationship 
in recent months, particularly with the Bureau of Reclamation, and 
through them with the Public Service Co. of Colorado. 


WHEELING CONTRACT 


Senator Haypen. Then the wheeling agreement between the Public 
Service Co. of Colorado and the Reclamation Service is satisfactory 
to you? 

Mr. Austin. For the areas that it covers, and for the situations that 
it covers. I would like to go into those points. Not everything is 
covered by a wheeling agreement. 

For one thing, those wheeling agreements for the most part, and 
certainly the one in Colorado, are for excess capacity only. The Public 
Service Co. built the lines they now own without any regard to the 
possibility of putting an REA load upon them, They were built to 
integrate their own system, to give them one good system.. They 
generate and distribute a great quantity of electricity in Colorado and 
do a fine job of it. They did not build their system with the idea of 
building enough excess capacity on top of it to ‘allow for a great REA 
system in the State of Colorado. 


EXCESS-CAPACITY CLAUSE 


So that excess-capacity clause has us worried. The contract 
definitely has in it a clause that it allows for wheeling only to the 
extent of excess capacity. Whenever in their determination they 
say there is no more excess capacity, then we are out. 

Senator Haypren. Unless they would add to that capacity. 

Mr. Austin. If they saw fit—but the contract does not require 
them to add to their capacity in order to take care of even the load, 
as it might have been, in February of this year, when the contract 
went into effect, or as it might be 5 or 10 years later when their own 
system has greatly expanded and their own need and our need has 
greatly expanded on top of it. 

Senator HaypeENn. Practically every public utility that has testified 
here has stated their willingness in regard to this, in other words, 
that it is not nececessary for the Government to build additional 
transmission lines, that they have continually in the past kept up 
with the business, and intend in the future to do the same thing. I 
think the understanding is generally that they will do that and it will 
not be necessary for Congress to appropriate money for additional 
and paralleling transmission lines, in some instances. 

Mr. Austin. There is no question but that that has been the gen- 
eral statement. 
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I might call your attention to this: They have not been so sure that 
they were willing to put it in the contract. The contract specifically 
calls for excess capacity only, and gives them the right to cancel it out 
when there is no excess capacity. If they are so willing to do that, we 
feel for our safety it should be in the contract. They were not willing 
to put that in the contract and that is why we are concerned. 


KEATING AMENDMENT 


We have one other particular concern with wheeling contracts. If 
the Keating amendment were put on top of the contracts, there is 
nothing in these contracts that says, as new load areas develop, they 
will take care of them. 

For instance, the wheeling contract is just as to the existing system 
in Colorado. The only contract is with the Public Service Co. It is 
as to the existing lines. There is nothing to require them to build 
taps out from their existing lines to areas where we might have a very 
great need. There is a possibility of industrial development which 
will probably be handled by a private utility, but that is always sur- 
rounded by an area of small farmers. We could build up quite a load 
in areas not now onthemap. There is nothing in their wheeling agree- 
ment that says they must assist us in getting power to that area, yet 
it can be pocketed completely by the area under wheeling agreement. 

Senator HaypeN. You could not get money from the REA to build 
a short tap line? 

Mr. Austin. A short tap line could be handled that way. On the 
other hand, if we are buying enough power in there and the power 
rate reflects the cost of transmission lines, and the repayment of the 
transmission line, as well as the repayment of the money for the 
generation plant in itself, then it is much better for us, and we feel 
the way most companies would handle it would be to take heavy power 
to a distribution point close to our line. 

Senator ELLeNpER. Where is the Government power being gener- 
ated that forms the basis of this wheeling agreement? 

Mr. Austin. It is the Colorado-Big Thompson project, about 
which Mr. Loiseau spoke a few moments ago. All of the power dis- 
tributed under this wheeling arrangement now comes off of the 
Colorado-Big Thompson system, which is tied in with some power 
coming from Wyoming hydro power. 

Senator ELLENDER. Do they contract to firm this power at Big 
Thompson? 

Mr. Austin. That is not part of the wheeling contract. I would 
be very happy to have Mr. Loiseau answer that, if he cares to. He is 
in the room, 

That covers pretty much the things that I wanted to say here. 
These other gentlemen who are to speak after me will fill in with the 
details, because they are from the local cooperatives along the way. 


RURAL ELECTRIFICATION PROGRESS RESTRICTED 


However, I feel certain that it was not the intention of Congress 
in any way to create rural electrification and then pass laws or amend- 
ments that would so restrict electric power that the REA cooperatives 
could not do a good job. 
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I know there probably will not be a Senator or a Member of the 
House of Representatives in Washington but who will say that he 
is a great friend of REA. I heard Senator Ellender this morning say 
that “he was ver y proud of the fact he backed REA, and we have been 
grateful for it. There are some people who wish to cripple REA, who 
do not care to openly oppose it, and they would cripple it by trying 
to put restrictive provisions in in the matter of getting power. The 
REA cooperatives that have miles and miles of distribution lines are 
not doing those farmers a bit of good unless they have power to put 
on those lines. 

So, ac tually, the welfare of REA depends not alone upon building 
thousands and thousands of miles of distribution line in the country; 
it depends upon having adequate and low-cost power that can be put 
on those lines, that can be distributed to the farmers so the farmers 
will have low-cost power at the distribution end. 

So actually the whole welfare of REA has come now to be many- 
sided. It has the power element so necessary there. That is the 
thing we are fighting for mostly in the last few years, it is not the 
matter of getting distribution lines. You people have been more than 
generous in allotting money to REA for distribution lines. We know 
you are familiar with it, but we cannot resist telling you again and 
again that the lines do not do us any good unless we have power to 
put on them. 

I wonder if I might say one more word? Mr. Loiseau is still here 
and I would not think it would be taking advantage of him. I would 
like to say one word about the problem that he brought before you 
concerning the Plains Generating Cooperative in New “Mexico, which 
will have one line into Colorado. 

I am not an authority on it. I have been familiar only from the 
outside, and discussing it with the REA cooperatives in Colorado 
that may be involved. 


EXTENT OF COLORADO-BIG THOMPSON TRANSMISSION SYSTEM 


For one thing, the cooperative in Colorado—the San Luis Valley 
REA is now receiving power over the Public Service Co. lines by 
wheeling agreement with the Bureau of Reclamation, and has its 
contracts solely with the Bureau of Reclamation and not with the 
Public Service Co. The Public Service Co. deals with the Bureau 
of Reclamation, too, and the wheeling contract was the one described 
as being negotiated. That wheeling contract has the excess capacity 
clause in it. 

It seems to me it is strictly between the Bureau of Reclamation 
that now has the contract to furnish the San Luis Valley Cooperative, 
and that REA Cooperative as to how best to get power into that 
very fertile valley, needing a great quantity of electricity. The 
wheeling agreement that brings that power in there is actually one we 
were told, when the wheeling agreement was made, that would net 
no revenue whatsoever to the Public Service Co. of Colorado. 
It was pretty much on a cost basis. The company would not care 
whether we got electricity over that line or not. If they were not 
making some money, they would not care whether that excess capacity 
was used for the 1 mill for 50 miles for each kilowatt-hour. Therefore, 
we in Colorado feel that that matter should be determined by the 
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Bureau of Reclamation, as to the point from which it should bring 
power into the San Luis Valley. 

Their problem is this: As you people would know it from the maps 
and from the things that you have been hearing, the power shortage, 
the power needs in northern Colorado, are very great and are rapidly 
growing. ‘T his power that goes clear across Colorado to the southern 
edge in the San Louis \ Valley Cooperative of the State,—that is a long 
haul for power. The Colorado-Big Thompson project, when initiated 

it was never dreamed that power would be taken clear from the 
northern part of Colorado across to the southern part. The need i 
right there, close to the Colorado-Big Thompson project now. The 
commitment is there to serve San Luis Valley REA on the part of the 
Bureau of Reclamation. So I am sure I am stating a fact when I say 
that the Bureau of Reclamation needs that power in northern Colo- 
rado to serve cooperatives and preference customers and the Public 
Service Co. of Colorado—which buys quite a chunk of it much closer 
to the source of power—than to take it clear across the State to the 
southern part. 

If they find that there is power available in northern New Mexico 
that can be brought into the San Luis Valley of Colorado, which is 
much closer—those two points are much closer—it is our feeling that 
that is their problem, and it is not the problem of the Public Service 
Co. of Colorado. Iam objecting to the Public Service Co. of Colorado 
objecting to the proposed arrangement on the part of the Bureau 
to bring power from a close source into the San Luis Valley. 

Thank you, gentlemen. 

Senator ELLENDER. You understand the difference that I tried to 
make a moment ago, about the right of the Interior Department to 
bring privately owned power from a certain point to another. In 
other words, if the power that is sought to be conveyed is public 
power, power owned by the Interior Department and controlled by 
it, there would be no question of it. In this case, it is to build a 
power line with public funds to convey power from a more or less 
private concern. 

Mr. Austin. Senator, I do not know enough about the situation 
in New Mexico. I see your point. I can see some disadvantage, 
but I am not in a position to answer your question. I feel certain 
there is an answer there, and the people who are qualified, who know 
about this whole arrangement, can give you a full answer that will 
satisfy you. 

Senator ELLeNpDeER. I would like to know if there is a basis for it. 

Mr. Austin. I am sure you have the opportunity to ask about it. 
These men will be before your committee. 

Senator Haypen. Thank you, Mr. Austin. 

Your statement may be inserted in the record at this point. 

(The statement referred to is as follows:) 


STATEMENT OF H. VANCE AusTIN OF STERLING, COLo. 


Mr. Chairman and gentlemen of the committee, my name is H. Vance Austin. 
I am here at the request of the Colorado State association of REA Cooperatives 
of which State Association I am manager. 

The group of us here today from the REA cooperatives of Colorado is all here 
for the same purpose—to talk with you gentlemen about the necessity for more 
electric power for the farmers and ranchers of Colorado, served largely by the 
REA cooperatives of that State. 
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I feel certain that every one of you is a friend of the REA program in this 
eountry. Yet there are enemies of the REA program, who, not daring to openly 
oppose such a worth-while program, do come to you with many suggestions 
wrapped in the flag of “save critical materials for the defense program,” and 
“curtail unnecessary expenditures” and many others— which suggestions basically 
in the minds of the suggestors are not nearly so patriotically conceived. These 
suggestions I am referring to are deliberately being advanced to cripple the pro- 
gram of taking electric power to the farms and ranches of the United States. 
But those bearing the suggestions are careful not to tell you that. 

Undoubtedly you have known the source of many of the suggestions incor- 
porated into amendments to the House Interior appropriation bill and have 
guessed that there might have been more than patriotic and economy motive 
behind them. 

‘The REA program of taking electricity to the farms and ranches of the United 
States is not simply building a line from a power company substation to the farm. 

There has got to be power to put on that line—adequate power. 

And the real enemies of REA, who dare not openly oppose the bringing of elec- 
tricity to these farms, gain their real objectives if they can keep the REA coopera- 
tive systems from getting adequate power—or keep them from getting power at a 
cost that is reasonable—or keep a monopoly on the power supply available to the 
REA cooperatives. ; 

We feel that the restrictive amendments placed on the Interior Department 
appropriation bill need to be examined to see if they are necessary from any true 
economy motive or patriotic motive—or if they are a part of a well-planned scheme 
of nullifying the effectiveness of the REA program to get adequate, low-cost 
electricity to the farms and ranches of our Nation. 

Several of those House amendments were aimed at various parts of the reclama- 
tion program—all with the stated intent of saving taxpayers’ money, and avoiding 
“unnecessary”’ construction at this time. 

Those amendments embody the program of the enemies of REA, and the 
amounts of money they save are inconsequential, but the holding up of adequate 
power supply for the REA cooperatives that will be accomplished if the amend- 
ments become law, is of terrific consequence. 

The amendment proposed to eliminate funds from the Bureau of Reclamation 
directly will delay the bringing in of power generation facilities. In Colorado we 
are facing a power shortage in the next 2 or 3 years because our rural electric 
cooperative load has been growing at a phenomenal rate, using up surplus genera- 
tion capacity of the private power companies, the Bureau of Reclamation and of 
the REA cooperatives themselves, far faster than was ever anticipated. And the 
private power companies have been finding their own load growing apace, leaving 
the situation critical for the future growth of load. 

And, of course, the so-called Keating amendment to the House appropriations 
bill providing that no Bureau of Reclamation funds “shall be used to initiate the 
construction of transmission facilities within those areas covered by power wheel- 
ing service contracts which include provision for service to Federal establishments 
and preferred customers” is a direct crippler to the rural electric program in 
Colorado. 

This falls under the patriotic guise of saving critical materials for the war 
effort. It also serve beautifully to create a monopoly control! over the rural elec- 
tric cooperatives for the private power companies now ‘‘wheeling’’ power to them 

Many figures before you in this and previous hearings, show that those ‘‘wheel- 
ing’”’ contracts have paid the private power companies very well. 

Under such a contract, the recipient REA cooperative must take the service 
that is offered—good or bad. 

The contracts call for ‘‘excess capacity” use of the private power company line; 
only. What of the future load growth of the private power company system 
and the added growth of the load of the REA cooperative? Those lines weren't 
built, according to the statements of the private power companies, to serve both 
loads, but were designed for the company’s own use exclusively, so the matter of 
‘excess capacity’? becomes very important as the loads grow. 

There is no thought on the part of the leaders of rural electric cooperatives in 
Colorado, or elsewhere to the best of my knowledge, that they wish transmission 
lines built by the Government that are unnecessary. But they can’t get the job 
done by taking low-cost electricity in adequate amounts to the farmers and 
ranchers unless they can get the necessary transmission lines. 

Where the “wheeling” is satisfactory, no new construction is necessary. But 
there are instances where it is not satisfactory, and those instances will grow in 
number if this proposed Keating amendment becomes law, we are sure and certain. 
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One word concerning the Jensen amendment to the House bill. And we speak 
of it only as it applies to the Bureau of Reclamation and as it there concerns us 
in the matter of power supply. That amendment proposes to cut the number of 
Federal employees by limiting the rehiring of personnel to one person for each 
four who leave their jobs for any reason. 

When applied to Reclamation power generation or transmission line mainte- 
nance, it becomes ridiculous. If a power plant operator leaves his job, you 
can’t put the janitor on his duties. You simply don’t operate transmission lines 
very long without adequate maintenance, and you don’t do it without the right 
number of skilled men. 

To the best of my knowledge no power company has thought of applying such a 
plan to its own business of generating power and Operating its transmission and 
distribution line system, and any power company executive would in no uncertain 
terms tell all of us that the idea simply couldn’t be applied to his system. 

It simply can’t be applied to the Bureau of Reclamation electric systems, either. 

Colorado needs more power than it has. It needs it at a lower cost than most 
of the power being supplied by the private power companies. Low-cost power 
to the farms means production of foodstuffs necessary in this wartime. 

To cripple the rural electric program by making it more difficult to get ade- 
quate, low-cost power to the farmers and ranchers is the plan of the enemies of 
the rural electric program. 

Gentlemen, we sincerely hope that you will restore the funds eliminated by 
the House amendments, and also free the Bureau of the restrictions placed thereon 
as to the building of vital and necessary lines and replacing necessary personnel. 


Senator Haypen. The next witness is Mr. Donnelly. 


TRANSMISSION Division, Missourrt Bastn Prosecr 


STATEMENT OF P. J. DONNELLY, PRESIDENT, NODAK RURAL 
ELECTRIC COOPERATIVE, GRAND FORKS, N. DAK. 


EFFECT OF KEATING AMENDMENT 


Mr. Donne iy. Mr. Chairman and gentlemen of the committee. 
I will not take too much of your time. 

Senator Youna. Mr. Chairman, before Mr. Donnelly proceeds, I 
would like to say that Mr. Donnelly is one of our better farmers. He 
is president of the North Dakota Farm Bureau, Director of North- 
western Bell Telephone Co. and does quite a few other things along 
with his REA work. 

Senator HaypEN. You may proceed, sir. 

Mr. Donnetiy. My name is P. J. Donnelly, and I am from Grafton, 
N. Dak. Iam a farmer. My whole income is from agriculture. I 
am president of the North Dakota Farm Bureau, president of the 
Nodak Rural Electric Cooperative at Grand Forks, N. Dak., State 
director from North Dakota of the National Rural Electric Co- 
operative Association, and president of the North Dakota Advisory 
Council for Agricultural Research and Education. 

The members of the distribution cooperatives in North Dakota—of 
which there are 8 of the 22 distribution cooperatives—will be vitally 
affected if the Keating amendment should pass, together with the 
farmers who are still unserved. They are greatly concerned over the 
passage of the Keating amendment, as passed by the House of Repre- 
sentatives on May 2, 1951. 

And that takes in, Senator Young, your own cooperative that serves 
your farm. 

I offer in my testimony telegrams from several distribution and 
generating cooperatives from North Dakota as proof of their objection 
to the passage of the so-called Keating amendment. 
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I am strongly convinced that if the Keating amendment passes, it 
will greatly jeopardize the feasibility of most of the REA distribution 
cooperatives in North Dakota because the very lack of the distribu- 
tion cooperatives that receive power from the North Central Gener- 
ative Cooperative are directly interested in cheap power. 

Their future expansion, which is to serve the thinner parts of their 
areas, would be stopped. 


TRANSMISSION LINES, NORTH DAKOTA 


Construction of the Garrison-Bismarck-Jamestown lines and sub- 
stations at Bismarck, Jamestown, Carrington, Devils Lake, Rugby, 
and Rolla, already approved by Congress, may be prohibited because 
Congress contracts for substations have not been let. This will cripple 
the construction program of the Central Power Electric Cooperative 
of North Dakota. 

Some of the material such as poles, wire, and so forth, has been 
distributed along the right-of-way. In some places poles have been 
set, contracts made for the construction of the steel towers, and 
wire placed along the proposed lines; but if the substations are not 
completed the lines will be of no use. 

From my interpretation of the Keating amendment, if would stop 
all construction on the lines already under construction. 

The plans to wheel Otter Tail Power Co. energy over Bureau lines 
will have to be dropped. This means that cooperatives served by 
this company may, in many instances, expect continued poor service. 

The Otter Tail Power Co. has built and paid for a standby station 
on our lines, namely, the Nodak Rural Electric, to serve one or more 
of their towns where their customers have been receiving poor service. 
More of this will have to be done, in my opinion. 

We feel that the Government will be breaking faith if this Keating 
amendment passes. 

The fact that our farm boys and farm help are rapidly being called 
into military service makes it most important that to keep our pro- 
duction of food and fiber the REA program should be brought to 
completion as quickly as possible. 

Along with my statement here, I have telegrams from most of 
the REA cooperatives in the State of North Dakota, protesting 
against passage of the Keating amendment. 

I ask that this be included in the record. 

Senator Haypen. That will be done. 

Mr. Donneuiy. Thank you. 

(The material referred to is as follows:) 

Understand legislation pending that would cripple our plant and wheeling 
agreements with Otter Tail Power Co. and the Bureau of Reclamation. Last fall 
Otter Tail gave us everything they had and we got by with low voltage and our 
load has increased 25 percent due to expansion and normal growth. It will be 
impossible for Ottertail to supply REA needs and their own this winter unless 
present plans are uninterrupted. 


VERENDRYE Evecrric Cooperative, INc., 
Velva, N. Dak. 


Members and board of directors this cooperative vigorously object passage of 
Keating amendment. Request you so inform Interior Subcommittee of Senate 
Appropriations Committee when you testify at hearing. 

MountraiLt Evecrric Cooperative, Inc., 
Stanley, N. Dak. 
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We urge deletion of Keating amendment to Interior appropriations bill. 
Electric power must be delivered to co-op load centers. 
Boarp or DrRrecTors, 
Trr County Evectric CoopEeratTiveE, INC., 
EK. M. Arnston, Manager, 
Carrington, N. Dak. 


Do all you can to defeat the Taber and Keating amendments to the Interior 
Department appropriations bill. 


D. D. Jonnson, Manager, 
SHEYENNE VALLEY ELECTRIC COOPERATIVE, 
Finley, N. Dak. 


Our board authorizes vou to represent North Dakota REA co-ops in opposition 
to Keating amendment and appropriations cuts of Interior appropriation before 
Senate subcommittee May 30. : 

S. A. Forseru, Manager, 
WituramMs Evectrric Cooperative, INc., 
Williston, N. Dak. 


The Baker Electric Co-op at Cando urges the deletion of Keating amendment to 
Interior appropriations bill so that it will be possible for Bureau of Reclamation 
to build heavy-duty transmission lines in this area to take care of expanding power 
loads and commercial development made possible by the completion of Garrison 
Dam. 

30ARD'OF DIRECTORS, 
BAKER Exectric Co-op, 
Cando, N. Dak. 


Our organization wishes to register a vigorous protest against the passage of 
the so-called Keating amendment, which is most damaging to the interests of 
North Dakota citizens both rural and urban. 

CENTRAL Power Exvecrric Cooperative, INc., 
D. W. DeLavurier, General Manager, 
Minot, N. Dak. 


In re Keating amendment Senate action to kill amendment most important to 
welfare of State. It appears that anti-rural-electrification forces changed votes 
in House. Don’t let Senate sell us short. 

CapiraAL Evecrric Cooperative, INC., 
Bismarck, N. Dak. 


We urgently request all possible action to offset the Keating and Taber amend- 
ments to the current Department of Interior bill. Transmission lines badly 
needed to distribute available power to load centers. Private power companies 
attempting to hold rates high by preventing widespread distribution of available 
power. If passed this legislation will eliminate vital transmission lines from dis- 
tributing power from Garrison Dam to our rural cooperatives. 

Nopak Ruraut Evecrric Cooperative, INC 
JAMES F. CoLeEMAN, Manager, 
Grand Forks, N. Dak. 


Highly important you make clear to Senate Appropriations Committee the 
disastrous blow to Missouri Valley States if Missouri River Basin project cut 
below $17,566,576 requested by Bureau of Reclamation. Keating amendment 
diabolical scheme where power companies get low-cost public power at source 
while preference consumers get little or none delivered to their load centers. 
Wheeling agreements stipulate private companies carry power only in excess 
their own needs and within capacity of existing lines which are too small and in- 
adequate for growing demands. Under Keating amendment companies need 
only to declare no excess transmission capacity and preference customers will 
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pay higher rates and many planned services must be abandoned. Keating 
amendment would permit exploitation of taxpayers investment primarily for 
private gain. We plead for restoration of appropriations requested by Bureau 
of Reclamation. 
R. 8. R. Evectric Co-op, 
Howarp Lowe, Manager, 


Milnor, N. Dak. 





We ask assistance to defeat Keating amendment. 
Dakotas Exvectric Co-Op, INc., 
MELVIN ScuMip, Manager, 
Edgeley, N. Dak. 


We urge the defeat of the Keating amendment to House Interior appropriations 
bill, because, if passed as is, it would seriously limit our power supply. 
LesteER Houmes, Manager, 
NortH CEentTrRAL Evectrric Cooperative, INC., 
Bottineau, N. Dak. 


We definitely object to passage of Keating amendment. Entire program 
jeopardized. 
OutveR Mercer Exvecrric Co-op, 
FRANK J. Bevinsky, Manager, 
Hazen, N. Dak. 


We ask assistance to defeat Keating amendment. 
James VALLEY Evecrric Cooperative, INc., 
D. D. McCuesney, Manager, 
Edgeley, N. Dak. 


Do everything possible to keep the Keating amendment from being passed. 
It is definitely an amendment that will be injurious to the welfare of our people 
and the Nation as well. 

Mor-Gran-Sov Evectric Coorerative, Inc 
Wauuace Times, Manager, 


Flasher, N. Dak. 


The original of this message was sent to the Interior Subcommittee of Senate 
Appropriations Committee: ‘‘We urge the defeat of the Keating amendment 
passed by the House recently. This measure would seriously cripple and en 
danger the availability of low-cost hydro and steam-plant power for each and 
every one of our REA co-ops in the State of North Dakota.” 

Ornep A. Wywum, President, 
Norra Darota AssocraTion OF RURAL 
ELEcTRIC COOPERATIVES, 





Rutland, N. Dak. 


——— ooo 


Our people ask that you do everything within your power to prohibit the passage 
of the Keating amendment. We feel that such an amendment would be very 
crippling to our program in North Dakota now and in the future. 

A. L. Suser.o, Manager, 
West Puiatns Exvectrric Cooperative, INc., 
Dickinson, N. Dak. 


Board of directors and myself strenuously object to the Keating amendment. 
Passage of this amendment cannot help but seriously retard the use of electricity 
on ourfarms. It is most essential that sufficient power be available to the farmers 
as the manpower shortage becomes more critical. 

Georce W. Cornoc, Manager, 
K. E. M. E.ecrric Cooprrative, 
Linton, N. Dak. 
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Mr. Donnetuy. For your further information, I might say that 
arrangements have been made—Senator Young knows this—whereby 
on the Bureau lines the wheeling arrangements have been completed 
with the power companies in North Dakota so that they can take 
advantage of this wheeling arrangement for their own source, to serve 
their own customers. 

Senator Haypgen. That is the Otter Tail Power Co. 

Mr. DonneE.ty. Otter Tail Power Co. 

So a very friendly relation exists in our State at the present time 
with the companies that this will affect. 

Senator Youna. Is not that also true of the Montana-Dakota 
Utility Company? 

Mr. Donnetty. That is true. 

The reason why this big north central plant was built is that the 
power companies served us very nicely in the early days of REA. 
When our load began growing so fast and we saw that there was 
going to be a shortage of power, we went to them and asked them if 
they “could serve us for any pe riod of time, and they definitely stated 
they could not. We asked them what to do. The “vy said, “You will 
have to work out your own program.” 

Just to show you the way our load is increasing, this is our operating 
statement from the Nodak Rural Electric: As of January 1, 1949, 
we sold 1,444,900 kilowatt-hours; the same date in 1950, 1,744,340 
kilowatt-hours, or an increase of over 30,000 kilowatts in one calendar 
year. 

The same thing is true with all the other cooperatives in the State. 
Their load is building tremendously. When their help is being taken 
from them they have to depend on the source of power to carry on. 

I am sure that statement is true for all the cooperatives in the 
State of North Dakota. 

Senator Youne. When I first came to the Senate in 1945, I think 
there were only some 11 percent of our farms that were electrified, 
whereas by this fall you hope to have about 90 percent electrified; is 
that correct? 

Mr. Donnetiy. Well, I would say over 80, anyhow, Senator 
Young. 

Senator Haypen. Thank you, sir, for your statement. 

Mr. Donnetiy. Thank you, Mr. Chairman. 

Senator Haypren. Mr. Ulrikson. 


STATEMENT OF SAM ULRIKSON, VICE PRESIDENT, STATEWIDE 
RURAL ELECTRIC ASSOCIATION, SOUTH DAKOTA 


EFFECT OF KEATING AMENDMENT 


Mr. Utrixson. Mr. Chairman and gentlemen, my name is Sam 
K. Ulrikson. Iam vice president of the South Dakota Rural Electric 
Association, a State association. 

[ am also a director in the East River Transmission Association. 
[am a director in the Lincoln-Union, an electric cooperative in the 
southeastern part of North Dakota. 

I am very familiar with the doings of the REA’s, and the trans- 
mission set-up. 
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I have a prepared statement that I would like to have inserted, 
and I would just like to make a few comments on it. 

Senator Haypren. That will be done. 

(The statement referred to is as follows:) 


STATEMENT OF SAM K. UuriKson, VicE PRESIDENT, STATEWIDE RuRAL ELEcrrRIC 
ASSOCIATION OF SoutH DAaKoTa 


Gentlemen, my name is Sam K. Ulrikson, Canton, 8. Dak., vice president, 
South Dakota Rural Electric Association, representing 32 rural electric coopera- 
tives in South Dakota, with a membership of 60,000 farm families. 

Mr. Alfred Hauffe, Leola, S. Dak., president of the South Dakota Rural Electric 
Association, asked me to take his place here, as it was impossible for him to come 
on account of the late planting season in our State. 

First, I want to thank this committee for what they did on the acceleration of 
the Bureau of Reclamation lines in South Dakota a year or so ago. 

Now, then, I appear before this committee for our rural people in South Dakota 
to protest against the so-called Keating amendment that was passed by the House 
which definitely would cripple the work of the Reclamation Bureau. We must 
have these lines to get enough electricity at a low cost to our farms, which we must 
have on account of the low density of our farms. 

We need these transmission lines too because of the labor situation which is 
getting worse from day to day, as our boys are going into the service at a rapid 
rate every month. 

I also want to relate from Lincoln-Union Electric Co., an REA co-op, of which 
I have been a member of the board since it was started 14 years ago, that our 
average kilowatt-hour has risen to 306 average per farm per month and that we are 
in the process of system study making it at an average of 600 kilowatt-hour per 
farm. 

I am not too familiar with the problems of the farmers west of the Missouri 
River, but as far as getting power, this I know, that they are definitely depending 
on these lines being built so that the power from the dams can be carried to thei: 
transformer stations. 

Mr. V. T. Hanlon, manager of the East River Electric Power Cooperative of 
South Dakota, is here, and his testimony will cover all of South Dakota territory. 

I very earnestly ask that vou do not pass these or any amendments or laws that 
may in any way cripple or retard the REA distribution on transmission lines, nor 
the Bureau of Reclamation transmission grid. 

I thank you. 


COOPERATIVE INVESTMENT BASED ON CONSTRUCTION OF TRANSMISSION 
LINES 


Mr. Unrirxson. Our State association has all the REA cooperatives 
in the State association, which is 32. We comprise something like 
60,000 families or farms. 

Mr. Alfred Hauffee, who testified here a year ago, asked me to come 
in his place because he was stiJl busy planting corn. I happened to 
be in the southeastern part of the State, and I was able to get away. 
So for that reason I am here. 

I would like to ask that this Keating amendment be thrown away, 
voted down, or whatever you want to do with it. 

Senator ELLenper. Deleted. 

Mr. Uxurikson. Just so it doesn’t get into the records. That is 
for this reason: that we have gone quite a ways, we feel. We have 
had quite a scrap in these last 2 years to get our transmission co-op 
as far as we have, and the REA has invested something like $6,000,000 
and the Reclamation, I think, another $6,000,000. 

The Northern States Power have and say they are going to spend 
millions to get their plant in ready capacity so that we can have 
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plenty of power. We had quite a struggle with the different contracts 
before we got to where we are. 

The first indication when we started out was that Northern States 
nor any other body in the State had any power to let us have. The 
Northern States turned us down flat. 

Then they came back and said they would give us 25,000 kilowatts 
of intermittent power. Well, that was practically no power at all. 

Then they came back and said they would give us power for 14 
mills. That was so much higher that we could have built the plant 
and generated power and saved a lot of mone y in the few years. 
They understood that we meant Gauss and so they finally came to 
us with a contract of 9'4 mills. 

So I think that we have made a lot of money and are making money 
every day just because we happen to have this contract. 

Now, we want these transmission lines. We want these bureau lines 
because we are expecting river power in 1953. For that reason we 
want these lines. 

We don’t want any amendment put out so that we would be stopped. 
We want them; we have to have them, and we have to have them all 
over the State. 

The western part of the State has been allotted, I understand, for 
their transmission lines, and they need it bad. We need it because we 
are very scattered and the farms are very scattered out there and 
there is a long way between them, and we have to have cheap electric- 
ty to make it pay out. 

Senator Youna. In fact, the feasibility of the rural electrification 
in our area depends upon cheap electricity. 

Mr. Utrikxson. That is right. That is one of the things that makes 

feasible. So for that reason we must have this. 

Another thing I want to show is the way the power is in demand. 
In our Lincoln-Union Electric Co., which we now have had for 14 
years, we have now come to a capacity of where we are using, in March 
we used 306 kilowatts per farm on our system there, and the engineers 

r the REA’s asked us to make a system study. We are now making 
al am m study of 600 kilowatts, and you can just imagine what that 
will demand of power. 

We have power from Northern States, one source, and we have 
power from Sioux City Gas & Electric, and at another place, and these 
two transformer stations are up to capacity at the present time. 

Senator HaypEN. Some years ago, | remember some testimony 
here when it was estimated a farmer could not use more than about 
100 kilowatts. 

Mr. U_rikson. When we sat as directors in the Lincoln-Union, 
we were saying that when the day comes that our farmers were aver- 
aging a hundred kilowatts, we would be happy, and here we are over 
300 already and we are looking forward to 600. 

Senator Haypren. Thank you. 

Senator Youne. Mr. Chairman, I would like to say this: Most of 
the REA co-ops in North Dakota in the past have purchased current 
for a little over a cent a kilowatt-hour. The big REA generating 
plant now under construction at Voltaire, I understand will be able 
to sell current for 4 mills per kilowatt-hour and make money at it. 

Only recently, a lignite coal company in North Dakota proposed to 
build an even bigger plant there, utilizing lignite. They proposed to 
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sell this current to an aluminum company, starting at 3 mills per 
kilowatt-hour and getting down to 2 mills after the first 20 years, or 
25 vears. 

That illustration shows you what can be done by burning low-cost 
coal out there. 

Senator ELLeNpER. How far is this steam plant from the mine, 
Senator? 

Senator Youne. Right adjacent to the mines. 

Senator ELLenper. Are there no transportation changes involved 
at all? 

Senator Youne. No. 

Mr. Unrickson. Thank you very much. 

Senator Haypren. Mr. Frank Meaker. 


STATEMENT OF FRANK MEAKER, DIRECTOR, DELTA-MONTROSE 
RURAL POWER LINES, MONTROSE, COLO. 


COLORADO-BIG THOMPSON PROJECT, COLO. 
EFFECT OF KEATING AMENDMENT 


Mr. Meraker. Mr. Chairinan and gentlemen of the Senate, I have 
a prepared statement which I would like to have entered into the 
record. 

Senator Haypen. That will be done. 

(The statement referred to is as follows:) 


STATEMENT OF FRANK MBEAKER, Director, DeLTaA-MonTROSE RuRAL POWER 
Lines, Montrose, Coo, 


Gentlemen of the committee, my name is Frank Meaker. I am a director of 
the Delta-Montrose Rural Power Lines, Inc., at Montrose, Colo., a rural electric 
cooperative serving 1,996 farm families. 

This is a joint statement on behalf of the Empire Electric Cooperative Associa- 
tion at Cortez, Colo., which serves approximately 3,261 consumers; La Plata 
Electric Association at Durango, Colo., represented by Dan B. Hunter who is a 
member of the Colorado State REA Association and also a member of the Colorado 
State Water Board, which serves approximately 1,613 rural consumers; and South- 
east Colorado Power Association, represented by Christian Wunsch, which serves 
4,278 farm consumers. 

Mr. Dan B. Hunter, secretary of the Empire Electric Association, and Mr. 
Christian Wunsch, director of the Southeast Colorado Power ‘Association, are 
here with me and have joined with me in preparing this statement on behalf of 
the more than 12,000 farm families served by our rural electric systems which 
figures over 3 to a mile, and the total mileage served is 3,700 miles. 

We are vitally interested in the Bureau of Reclamation program in the State 
of Colorado, and in the fullest development of hydroelectric resources and the 
most complete conservation of the water resources of the rivers of our State. 
Naturally, we are particularly interested in the Bureau’s program of transmitting 
the hydroelectric energy developed at Federal dams over self-liquidating trans- 
mission lines to the preference customers established by law and the rural electric 
cooperatives and other public agencies. 

It is our firm conviction that, if the proposed Keating amendment becomes law 
and is established as a precedent, the Bureau of Reclamation will be severely re- 
stricted in its ability to construct the transmission lines so necessary to the ex- 
panding program of rural electrification in our State. 

The Bureau lines are essential to making available the electric power produced 
at federally financed dams to rural electric systems and public groups. Electric 
power is desperately needed to make the rural electrification program a success 
in the State of Colorado. The demand for electricity on the farms of our State 
is growing so rapidly at the present time that the power sources in the State are 
incapable of meeting the demand. We must have sufficient electric power at 4 
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rate that will result in a retail rate reasonable enough to encourage maximum 
consumption of electricity on our farms as electricity on the farm adds materially 
to the national defense program. 
Empire Evectrric Association, INc., 
La Piatra Evecrric ASSOCIATION, 
By (s) Dan B. Hunter. 
SouTHEAST COLORADO POWER ASSOCIATION, 
By (s) CuristrAN WuUNSCH. 
Devra-Montrrose Ruraut Powkr Lings, INC., 
By (s) FRANK MEAKER. 


OPPOSITION TO HOUSE ACTION 


Mr. Meaxer. I will make mine short. 

I represent some 12,000 families under the REA. We have 3,700 
miles of line. We are now being served by Western Colorado Power 
Co., whose capacity for serving us is used up. 

They just built a new plant, but that is used up because their old 
system is obsolete. 

We appreciate the act of Congress that made REA possible. It was 
one of the greatest blessings that ever was brought to the American 
rural districts. We at this time ask for the defeat of the Keating 
amendment, primarily because we are expecting the development of 
the Colorado River Basin with lots of cheap hydroelectric power. 

Unless the Bureau is allowed to build transmission lines to convey 
the power to the REA’s and the cities, it won’t be of any value to us. 

Therefore, we appeal to you to give serious consideration to killing 
the Keating amendment. 

Senator Haypen. Are you the only representative here from the 
Western Slope? 

Mr. Meaker. No, sir. Mr. Dan Hunter is signed with me on this 
petition, and Mr. Wunsch. “There are three of us. We did ask the 
power companies to build to the rural sections. Some 20 years | begged 
them myself, but to no avail. 

We ask that no part of the REA Act of 1936 be disturbed. 

Senator Haypren. Thank you. 

Mr. Kane. 


STATEMENT OF JAMES E. KANE, MANAGER, SANGRE DE CRISTO 
ELECTRIC ASSOCIATION, COLORADO 


EFFECT OF KEATING AMENDMENT 


Mr. Kane. Mr. Chairman and gentlemen of the committee, [ will 
make a very short report here. 

[ am the manager of the Sangre De Cristo Electric Association at 
Salida, Colo. 

[ have been sent here by the board of directors to present this 
statement to you, and I ask that it be included in the record. 

Senator Hayprn. That will be done. 

(The statement referred to is as follows:) 


STATEMENT OF JAMES FE. Kane, Sauipa, CoLo. 


Mr. Chairman and gentlemen of the committee, my name is James E, Kane, 
of Salida, Colo. Iam manager of the Sangre De Cristo Electric Association which 
serves the rural areas of Lake, Chaffee, Fremont, and Custer Counties in Colorado, 
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Our REA cooperative is presently obtaining the major portion of its electric 
power from the Reclamation Bureau through a wheeling agreement with Public 
Service Co. of Colorado. 

This wheeling arrangement was blessed by Congress and resulted from a series 
of conferences hetween representatives of Public Service Co., Reclamation Bureau, 
and the cooperative. It was designed to meet a very urgent need and, by and 
large, accomplished the desire of those of us who are striving to extend electric 
service to all of the rural area as quickly as possible, at the same time discharging 
our financial obligation to the Government. It has made electric service avail- 
able now to people who otherwise would probably have to wait for a long time 
had wholesale costs remained at the high level prevailing at the time the wheeling 
agreement was made. 

Contained in the wheeling agreement is one provision that the Publie Service 
Co. may, by their declaration that excess capacity no longer exists in their trans- 
mission facilities, discontinue service to the cooperative. This is a dangerous 
position for us to be in, particularly in view of the Keating amendment which 
has been passed recently by the House and is now being studied by this Senate 
committee. 

The Keating amendment, if it became law, would place us in a very precarious 
position in that there is no other source of power available in our area. It would 
eliminate the potential bargaining power that theoretically exists at this time: 
namely, that it is still within the scope of possibility for Congress to appropriate 
funds to the Reclamation Bureau to construct transmission lines to serve munici- 
palities and preference customers in the event that the private power company 
should choose to declare that excess transmission capacity no longer exists, thereby 
nullifying the wheeling agreement with the Reclamation Bureau who in turn would 
be forced to terminate their contract with the cooperative. 

We feel that the Keating amendment is designed to, and will, if it is passed, 
remove the only instrument left to us to obtain electric power to which we are 
entitled by law at a fair and equitable price. 

We entered into the wheeling agreement in good faith and are abiding by its 
provisions. We believe that the Keating amendment violates the spirit and intent 
of the wheeling contract, is contradictory to the policies of Congress with respect 
to public power and would seriously hinder, if not cripple, the all-out effort of rural 
America in obtaining maximum production as part of its contribution to our coun- 
try’s mobilization. 

The Keating amendment is ill-advised and should be rejected. 


EFFECT OF HOUSE ACTION ON WHEELING CONTRACT 


Mr. Kane. I will high light this written report. 

My cooperative is presently receiving its power under a wheeling 
contract which is in existence between the Reclamation Bureau and 
the Public Service Co. of Colorado. Contained in the wheeling 
agreement is one provision that the Public Service Co. may by their 
declaration that if excess capacity no longer exists in their transmis- 
sion facilities, discontinue service to the cooperative. This is a 
dangerous position for us to be in, particularly in view of the Keating 
amendment which has been passed recently by the House and is now 
being studied by this Senate committee. 

The Keating amendment, if it became law, would place us in a 
very precarious position in ‘that there is no other source of power 
available in our area. It would eliminate the potential bargaining 
power that theoretically exists at this time, namely, that it is still 
within the scope of possibility for Congress to appropriate funds to 
the Reclamation Bureau to construct transmission lines to serve 
municipalities and preference customers in the event that the private 
power company should choose to declare that excess transmission 
capacity no longer exists, thereby nullifying the wheeling agreement 
with the Reclamation Bureau who, in turn, would be forced to term- 
mate their contract with the cooperative. 
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We feel that the Keating amendment is designed to, and will, if it 
is passed, remove the only instrument left to us to obtain the electric 
power to which we are entitled by law at a fair and equitable price. 

We entered into the Keating agreement in good faith and are 
abiding by its provisions. We believe that the Keating amendment 
violates the spirit and intent of the wheeling contract; it is contradic- 
tory to the policies of the Congress with respect to public power and 
would seriously hinder, if not cripple, the all-out effort of rural America 
in obtaining maximum production as part of its contribution to ou: 
country’s mobilization. 

The Keating amendment is ill advised and should be rejected. 

Senator Haypren. Thank you, Mr. Kane. 

Mr. Porter. 


STATEMENT OF ROBERT G. PORTER, ATTORNEY, 
GUNNISON, COLO, 


EFFECT OF KEATING AMENDMENT 


Mr. Porter. My name is Robert Porter. I represent the Gunni- 
son County Electric Association. 

Indirectly I have been asked to speak here for the city of Gunnison 
since the city attorney was unable to be here. 

[ have a statement I would like to present for the record. 

Senator Haypren. That may be done. 

(The statement referred to is as follows:) 


STATEMENT OF LAWRENCE E. PHELPS AND Ropert G. PorRTER 


Mr. Chairman and gentlemen of the committee, Lawrence E. Phelps is a director 
and vice president of the Gunnison County Electric Association, Inc., and is a 
prominent cattle rancher of Gunnison County, Colo. Robert G. Porter is a 
member of the law firm of Porter and Carroll of Gunnison, Colo., and has been 
the attorney for the Gunnison County Electric Association, Ine., since its organ- 
ization in 19388. 

We are here asking that the Keating amendment and the Jensen amendment 
as adopted in the House be eliminated from the Interior Department appropria- 
tion bill for the fiscal vear 1952. 

The so-called Keating amendment provides that no Bureau of Reclamation 
construction funds “shall be used to initiate the construction of transmission 
facilities within those areas covered by the power wheeling service contracts 
which inelude provision for service to Federal establishments and preferred cus- 
tomers.”’ We realize that several constructions may be placed upon the legal 
import of the above words, but we are extremely fearful that a construction may 
be made as to the meaning of this amendment which would have disastrous 
effects upon the situation with respect to our REA co-op and the city of Gunnison 

The last Congress made an appropriation of $767,000 for the construction of a 
Bureau of Reclamation transmission line from Salida, Colo., to Gunnison, Colo. 
At Salida the proposed line connects with the transmission line of the Public 
Service Co. of Colorado and a contract has been executed between the Bureau of 
feclamation and the Public Service Co. of Colorado for the wheeling of electric 
current from Green Mountain Dam to a point near Salida. The Gunnison 
County Electric Association, Inc., and the city of Gunnison have both executed 
contracts with the Bureau of Reclamation for the purchase of electric current 
delivered at the board at Gunnison. In addition to these contracts, a construc- 
tion contract has been let with a private contractor for the construction of the 
line. There is no competition with any utilities firm in the Gunnison Cqunty 
area. At present current is being generated by the municipal plant of the city of 
Gunnison and the REA co-op is purchasing power from the city of Gunnison. 
Both the city of Gunnison and the REA co-op are vitally interested in the con- 
struction of the proposed line because the present cost of generation of current by 
the city plant is quite high, and the city plant is up to its peak load, 
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If the Keating amendment can possibly be construed as prohibiting the expendi- 
tures of funds from the appropriation above referred to under conditions as out- 
lined above, the matter is very vital to the Gunnison area and we submit that the 
amendment should be rejected by the Senate. 

This wheeling contract provides that whenever the utility company needs all 
of its carrying capacity for its own customers, the utility company can notify the 
other party under the wheeling agreements and the wheeling agreements will 
thereupon be abrogated. Thus the power company could repudiate its wheeling 
contract and leave a large investment in the transmission line useless and without 
any source of power, and this could mean that the city of Gunnison and the 
ranching areas of Gunnison County, including the town of Brested Butte, would 
thus be left without any available power even though the public convenience and 
necessity required a source of power. 

We fully realize that probably no member of this committee can tell us what 
construction will eventually be placed upon the language of this amendment 
because that construction will ultimately be made by the courts and not by the 
legislative branch. We think that the language of the proposed amendment is 
extremely dangerous to the whole public power set-up and ought to be eliminated 
from the proposed bill. 

There is also a proposed amendment offered by Representative Jensen which 
provides in substance that the Bureau of Reclamation must have at least four 
separations by employees from the service of the Bureau before any additional 
help can be employed, and then only one employee for each four separations. 
We do not know what the purpose of this proposed amendment can be, but it is 
very manifest that it is going to seriously cripple the work of the Reclamation 
Bureau not only in initiating new projects, but also in maintaining and operating 
the units that it now has. We could not operate our ranches or our REA co-ops, 
our law offices or any other business that we know of under such a plan of opera- 
tion, and we think its ultimate result would be to seriously cripple and handicap 
the great work which the Bureau of Reclamation has done and is doing in the 
West. 

We believe that the generation of electric energy and the increase of our national 
agricultural production is not purely a peacetime objective, but is tied into our 
war potential. Western Colorado has vast coal and oil shale reserves that are 
essential to any war effort. We think that any extensive cuts in the Bureau of 
Reclamation appropriations are not justified on the assumption that such expendi- 
tures are of no value to the war effort. 


Mr. Porter. Mr. Austin has just spoken generally about the effect 
of the Keating amendment. I want to call to the committee’s 
attention our own problem, and that is this: Last year the Senate and 
the House appropriated, I think, $767,000 to build a transmission line 
from Salida, Colo., to Gunnison. Sine ‘e that time, the Public Se rvice 
Co. has built a line from Dillon down to Salida. The Public Service 
Co. has entered into a wheeling agreement with the Bureau of Reclama- 
tion to wheel the juice over that connecting line. From there this 
line that was authorized by Congress goes over the trans-Continental 
Divide into the Gunnison country. 

Now, we are alarmed over there, gentlemen, about the possible 
effect of the Keating amendment. I suppose it is a question of inter- 
pretation and I suppose the only man that can determine that is the 
Comptroller of the Treasury and no one knows what he is going to say. 
But the situation with us now is that the contract for the construction 
of the line has been let. I understand that the contractor has made a 
certain number of subcontracts, but, as far as 1 know, no actual con- 
struction has been started. 

Whether the Keating amendment would have the effect of stopping 
that construction after the contract is let, I don’t know. It is a 
subject of construction. But, anyway, the people over there are 
very much concerned about it. IT might say that there is no public 
utility company operating in our area, so that we don’t have that 
angle. 
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Here is another thing that we are alarmed about: This wheeling 
agreement, as has been stated here, does provide that whenever, for 
instance, in our case, the Public Service Co., of Colorado should 
serve us a notice under the contract to the city and to the REA co- op 
that they needed all of their carrying capacity for their own customers, 
then we don’t know what would become of us. The bridge between 
the two ends and the bridge in the middle would be out, and if that 
bridge were out and that did h: appen, then, again, the Keating amend- 
ment comes into play because it says that any other agene y, as | 
understand it, would be prohibited from building their lines in lieu of 
the line where the wheeling agreement is in effect 

So the people over there, a small group, who are interested in 
getting dependable power and cheap power, are very much afraid 
of the Keating amendment. We hope that if it is not eliminated, 
that the wording of it be made clear so that everybody knows where 
they stand. And I think none of us know where we stand now. 

Thank you. 

Senator Haypen. Thank vou, sir. 

Mr. Coutts. 


STATEMENT OF FRED COUTTS, DIRECTOR, POUDRE VALLEY 
RURAL ELECTRIC ASSOCIATION, INC., FORT COLLINS, COLO., 
AND F. D. OLSON, VICE PRESIDENT, UNION RURAL ELECTRIC 
ASSOCIATION, INC., BRIGHTON, COLO. 


EFFECT OF KEATING AMENDMENT 


Mr. Courrs. Mr. Chairman and gentlemen, I am Fred Coutt 
director of the Poudre Valley REA, at Fort Collins, Colo. 

[ have a joint statement here with Mr. Olson, of the Union Rural 
Eleetric Association, of Brighton, Colo. 

I think I will eliminate reading of the statement and ask that it be 
placed in the record. 

Senator Haypen. That will be done, and thank vou very much. 

Statement referred to is as follows: 


STATEMENT OF FRED CovutTrs Aanp F. D. OLson 


Mr. Chairman, I, Fred Coutts, am a director of the Poudre 
Kleetrie Association, Ine., with main offices in Fort Collins, Colo., a 
Olson, am viee president of the Union Rural Electric Association, 
offices in Brighton, Colo.— both associations being REA cooperatir 

Inasmuch as we represent rural electric cooperatives that are similarly situated 
we are making this statement together. 

Both of our cooperatives are getting all of the electricity we distribute from 
the Bureau of Reclamation. We are not at this time in need of anv further lines 
to bring adequate power to us, except those noted below under contraet now 
that is, adequate power for our needs at the present time, but the loads are 
growing rapidly, and it is entirely likelv that in the not too distant future we 
will need more electricity than the present Bureau lines can bring to us—and 

ndoubtedly will need more power than the present substations can supply to us 

One line that has not vet been constructed, but which is under contract and 
that we must have for the Poudre Valley Rural Electric Association, is the Flatiron- 
It. Collins-Cheyenne tap line. On that line is a substation from which we will 
take considerable power. We are taking it for granted that that will be completed 
It must be completed if we of Poudre Valley Rural Electric Association are to 
have adequate electric energy to supply our members. 

We are definitely of the opinion that the Estes-Polehill line must be completed. 
That line will not serve us directly, but it is part of the system from which we get 
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power. It is a second tie line between two power plants, which we understand is 
necessary since one line will not have adequate capacity to carry all the power 
that will from time to time be going from the one plant to the area of the other. 
We take our power from the system on which these two plants will be generat- 
ing—we have need for heavy power particularly in pumping season. We need 
that line to insure proper flow of electricity to our members. 

Authorized in last year’s appropriation bill was the Brighton-Hoyt-Brush line 
which is now under contract for construction. Union Rural Electric Association 
needs that line very badly to serve an area of heavy pump irrigation. That water 
can be pumped feasibly by the farmers only by electricity. The line is under 
contract but has not yet been built. We are serving a good part of the area at 
present with long distribution lines, but the lines are too long for efficient service, 
and the farms yet to be served can only be served if this line brings greater quan- 
tities of power to that area for us. 

Each one of these lines is directly or indirectly necessary for top agricultural 
production in that area capable of rich agricultural production if water is avail- 
able. The water is available only if this Brighton-Hoyt-Brush line brings in 
more electricity. 

As we indicated, our power needs are growing rapidly. Without doubt in the 
near future our needs will require more and larger substations, and undoubtedly 
also more transmission lines bringing Reclamation power to our distribution 
systems. 

We object strongly to any policy that will make it impossible for the Bureau 
of Reclamation to build the additional transmission lines we will need and the 
additional substations we will need. Our purchase of the power from the Bureau 
for the farmers brings the money that repays the United States Government the 
cost of the dams and power plants and transmission lines—but only if the power 
is made available to us by transmission lines and substations. 

The so-called Jensen amendment as passed by the House also greatly concerns 
us. Ifthe Bureau of Reclamation is to have electricity to sell to have the money 
to repay the United States the cost of construction, the Bureau must have men 
to operate the power plants and service the transmission lines, 

Any law which required them to hold replacements to one man for four gone 
would soon stop the operation of the power plants and the transmission lines. 
That isn’t a case of the paper work piling up, but of simply stopping production 
and distribution of electricity and of stopping the income to the Government 
from the sale of the electricity. To us that would be disastrous. We feel that 
the policy is simply unworkable in its application to electric generation plants 
and electric transmission lines. 

We are again in a time of national crisis when the emphasis of all production 
is war material. Food has many times been held to be “war material’ second 
only to munitions and armament. 

Anv hampering of the rural electrie cooperatives, particularly any curtailment 
of power or any imposition of policy that would keep them from getting the 
greater quantity of power they will need, is a blow to the war effort. 

For electricity has become necessary in the agricultural production of foodstuffs. 


Senator Haypen. Mr. Thurston. 


STATEMENT OF GEORGE THURSTON, MANAGER, HOLY CROSS 
ELECTRIC ASSOCIATION, GLENWOOD SPRINGS, COLO. 


EFFECT OF KEATING AMENDMENT 


Mr. Tuurston. Mr. Chairman and members of the committee, 
IT am George Thurston, manager of the Holy Cross Electric Associa- 
tion, of Glenwood Springs, Colo. 

T am here to object, of course, to the Keating amendment, as has 
been done before me. 

I would like to point out, however, that the objection is very real 
to us. The fact that our present contracts provide for only excess 
capacity in power companies’ lines is exceedingly real. 

In our own case in western Colorado we have the possibility of 
development by the Bureau of Mines, the oil shale plant at Rifle, 
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Colo., and, further, a sizable pulp mill development which very con- 
ceivably could draw quite a load on the Public Service Co.’s lines. 
Without any question they have considered that, but we wonder if 
they will consider us. 

Senator Haypen. That pulp mill you mentioned, is it supposed to 
use up the timber made available because of that beetle destruction? 

Mr. THurston. That is correct, sir. 

It is a large amount. I could not say in millions of feet, but I 
know it is supposed to be in existence for a good many years to come. 

Because of the power requirements of those, it is conceivable, to us 
at least, that we could be left high and dry, so to speak, and would 
have to look elsewhere for power. With the Keating amendment, 
we definitely could not look to the Bureau of Reclamation. 

Thank you. 

Senator Haypen. Your statement will be included in the record 
and thank you very much. 

Mr. Taurston. Thank you, sir. 

(The statement referred to is as follows:) 


STATEMENT OF GLEN H. Moore ANpd GEORGE THURSTON 


Mr. Chairman and gentlemen of the committee, we are Glen H. Moore and 
George Thurston, president and manager of the Holy Cross Electric Association 
of Glenwood Springs, Colo. The Association has 435 miles of primary line 
serving approximately 1,200 village consumers, farmers, and stockmen. 

The action of the House of Representatives, in limiting power transmission 
facilities of the Bureau of Reclamation in areas where ‘‘ wheeling contracts’’ with 
public utilities are in effect, is of great concern to us, 

Wheeling contracts by reason of limitations on the responsibilities of the con- 
tracting utility, more particularly that such contracts offer wheeled power only 
to the extent of excess capacity in the utilities’ lines, are necessarily but a stopgap 
in our efforts to secure a firm power source of low-cost power. The Keating 
amendment subjects us to a lack of normal development in the utility company 
power load for enjoyment of a firm power supply. 

Because of savings in wholesale power costs through the Bureau of Reclama- 
tion, we have been able to substantially reduce retail rates to our members in 
Kagle and Gypsum, Colo., and immediate farm area, and to give to the balance 
of our members assurance of continuation of existing rates. 

Therefore, congressional action which removes all possibility of an alternate 
source of power, in the event that a wheeling contract should be terminated, can 
only be extremely alarming to us and we urgently recommend that every con- 
sideration be given to the deletion of the Keating amendment. 


Senator Haypgen. Mr. Ellis. 


‘TRANSMISSION LINE CONSTRUCTION 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


EFFECT OF HOUSE AMENDMENTS 


Mr. Exvuis. Mr. Chairman, as you know, I am here in town and 
the hour is late. I had planned to present the general statement of 
the National Rural Electric Cooperative Association, covering not 
only the areas represented here by these gentlemen, but other areas 
concerned. 

If you prefer, I should be happy to defer at the moment and come 
at a later hour. The gentlemen following me on the list have asked 
that their statements be inserted, and they will not make personal 
presentations. 
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Senator Haypren. That is correct. What do you desire to discuss 
bevond the Keating amendment? 

Mr. Exuis. The appropriations for certain areas; the two requests, 
one from New Mexico, for lines to be built in advance of Bureau of 
the Budget request and Reclamation schedules, as was done in North 
and South Dakota, and a request from Minnesota and Iowa that a 
similar arrangement be agreed to by the committee; the Taber amend- 
ment, the Keating amendment, and the Jensen amendment. 

Senator Haypen. I think the committee has a very clear under- 
standing of the effect of those amendments. You have covered in 
your written statement. I do not think it would be necessary to 
state it orally. I believe we all know just about what it is about. 

Mr. Exuis. Yes, sir. 

Senator Haypren. These other particular matters which are in- 
cluded, can vou tell us about those? What is this Minnesota matter? 

Mr. Exuis. The rural electric systems of Minnesota and some from 
Towa will be before you tomorrow. ‘They are scheduled, I believe. 
They are asking that you approve lines which the Bureau of Reclama- 
tion has planned, as they had planned the North and South Dakota 
lines which you approved last year and the year before, in advance of 
schedule, so that they may lease them in the interim between now 
and the time the Bureau power is available down that way. 

Senator Haypren. From what dam does that power come on the 
Missouri River? 

Mr. Exuis. From the Fort Randall Dam. 

Senator HaypEen. I understood that at least one line was essential 
from Fort Randall into Iowa; is that right? 

Mr. Euuis. Yes. But this is another line, Senator. I believe I 
am correct in that. One line is scheduled down to Sioux City, Lowa, 
on the western side, the extreme western side. 

This line would come through southwestern Minnesota down to 
central lowa. It is another line. 

I simply want to say that, in our opinion, there is merit in their 
case; they give vou the details tomorrow. 

Senator ELLENDER. Where would you tap electricity? 

Mr. Exuuis. At Fort Randall Dam on the Missouri, in South Dakota. 

Senator ELLENDER. By whom? 

Mr. Exiis. By a number of power companies and municipalities. 
They have problems similar to those which you heard here from the 
South Dakota group. It is the same general area. Some of the same 

companies are involved. 

Senator Haypen. What I assume is that they would like to have 
some advanced construction of transmission lines, anticipating the 
Garrison Dam power. 

Mr. Exuis. That is right, and, of course, they would lease them 
and pay their proportionate share of the cost of them at the time. 

Senator ELLtenpEerR. Do vou know the amount requested? 

Mr. Exus. About $7,000,000, but I do not recall the exact amount 
offhand. 

Senator ELttenper. That is all right. 

Mr. Exuts. I might answer one question which Senator Ellender 
asked about the New Mexico arrangement, which would also serve 
one cooperative in southern Colorado, the one that was mentioned 
here a while ago. 
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As you know, there is power development on the upper Colorado 
now. ‘There is, for instance, the Elephant Butte project. There is 
hydro power there now, developed by the Bureau of Reclamation. 

Senator HaypeN. You mean the Rio Grande. 

Mr. Exxis. Rio Grande; yes. 

One of the most desperate power situations in the United States is 
in that area. The ranchers’ co-ops are out of power. There are several 
defense loads growing up there, including some uranium development. 
There is no power. ‘There was considerable testimony on that before 
the committee by the New Mexico group. 

The proposal there, Senator Ellender, is that the Bureau build some 
lines in advance, just as was done in North and South Dakota. 

The Rural Electrics are going to have to build their own steam 
plant, anyway. There won’t be enough power even when all the 
Bureau power is developed in that area. Just as they have done in 
North and South Dakota, they would build their own steam plant. 
They would lease these lines from the Bureau in the interim before the 
sureau power comes in and pay the Government for the use of the 
lines in that interim. 

Senator ELLeNDER. Where will that Bureau power be generated? 

Mr. Euuis. At a steam plant which they are going to build, the 
Rural Electrics are going to build, their own plant, and use gas from 
a very substantial gas development in the area. 

Senator ELLenpER. Why do not the REA’s build them? 

Mr. Ex.xis. There are two reasons, as I understand it. The lines 
probably could not be justified to serve Rural Electrics alone. There 
are several municipal operations in the area that are ultimately going 
to take power, and some power companies will also benefit and one of 
them testified for the lines. 

Senator ELLENDER. How are they being served now? 

Mr. Exuuis. The Rural Electrics? 

Senator ELLenper. No; the municipalities you are talking about. 

Mr. Exvuis. I think they are running out of their own capacity. 
They are furnishing themselves power. 


POWER TRANSMISSION 


Senator ELtenper. Will you furnish us the authority in the Interior 
to build such a line from a source of power that is not public, that is 
not generated by a public body? 

Mr. Exuis. Yes, Senator; I shall be happy to do it. 

But I think I am not making myself clear, for this reason: that it 
is practically exactly the same arrangement as was agreed to by this 
committee last year for South Dakota and the year before for North 
Dakota. 

Senator ELLENpDER. The power is available from a dam that is going 
to be operated by Interior. 

Mr. Exits. Yes. 

Senator ELLenpeErR. But here the power that you are going to trans- 
mit over this facility is generated by the cooperative, and it is not 
hublic power. 

Mr. Exuuts. That is where I did not make myself clear. That is 
true in the interim, just like in the Dakota cases. 

Senator ELLenpDER. Where will you ultimately get it from? 
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Mr. Exxis. Ultimately there are bureau projects that will come in 
the same area. In fact, some of it, I think, will integrate now with the 
Elephant Butte development. 

It is exactly the same type of arrangement as the North and South 
Dakota arrangement. 

Senator Haypren. You might amplify that statement for the 
Senator. 

Mr. Exuis. I shall be glad to do that. 

(The material requested, subsequently furnished, appears on p 2224.) 

Mr. Exuis. I think that covers the statement I wanted to make. 

Thank you very much. 


PREPARED STATEMENT 


Senator Haypren. Thank you, Mr. Ellis, and your complete state- 
ment will appear in the record at this point. 
(The statement referred to is as follows:) 


STATEMENT OF CLypE T. E.uus, ExrecurtvE MANAGER, NATIONAL RURAL 
ELecrRic COOPERATIVE ASSOCIATION 


Mr. CHAIRMAN AND GENTLEMEN OF THE COMMITTEE: 

My name is Clyde T. Ellis. I am executive manager of the National Rural 
Electric Cooperative Association, the national service organization representing 
892 rural electric systems in 43 States and Alaska, which are providing electric 
service to nearly 2,900,000 farm families. 

I appear before this committee today on behalf of these rural electric systems 
and their member-consumers to urge your favorable consideration of certain 
electric power generation and transmission facilities recommended in the fiscal 
1952 budget of the Department of the Interior for the Bureau of Reclamation— 
facilities which will provide much needed electric service to rural electric coopera- 
tives in the areas concerned. 

The rural electric systems of this country are very much aware of the challenges 
facing them in these critical times, and they are determined to meet these 
challenges with the same untiring efforts and devotion to the public interest which 
they have demonstrated so clearly during the past 15 years of bringing electric 
service to millions of farm families. 


AGRICULTURAL PRODUCTIVITY AND RURAL ELECTRIFICATION 


The rural electric cooperatives of America recognize that they have a grave 
responsibility in our expanding program of national defense—the responsibility 
of directing their maximum efforts toward the goal of achieving full production, 
preservation, and processing of food and fiber on our Nation’s farms, the food and 
fiber so essential to the strength of our land. 

Productivity on American farms, both in peace and during times of national 
emergency, will be determined in large measure by the availability and use of 
electric power in sufficient quantity and at rates low enough to encourage and 
make economical such use of electricity in the production of agricultural products. 
Electricity is going to be called into military service; electric power-driven ma- 
chinery must be utilized to the utmost in this effort to attain maximum agricultural 
production. All of this requires more and more electric power to be made avail- 
able to the Nation’s farmers by the rural electric cooperatives. 


ELECTRIC POWER SUPPLY 


We are much concerned about the threat of electric power shortages at such a 
critical time. Representatives of rural electric systems have appeared before 
committees of the United States Congress time and again in years past to offer 
concrete testimony of power shortages and/or threats of impending shortages in 
various parts of the country. On the basis of such testimony in years past, we 
have requested that the Congress approve the plans of Government power agencies 
for building up our Nation’s electric power reserves to meet such a crisis as we 
now face. Representatives of rural electric systems have urged, and the Congress 
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has approved, the construction of transmission facilities by Government agencies 
to guarantee equitable distribution to preferential customers of electric power 
produced at Federal dams. And yet, these electric power programs of Federal 
agencies, approved by the Congress, still have a long way to go to meet the 
requirements of our expanding industrial and agricultural economies. 


NRECA ANNUAL SYSTEM SURVEY 


The annual survey of rural electric systems, conducted and compiled by 
National Rural Electric Cooperative Association on January 1 of each year 
reveals, as of January 1, 1951, that approximately 18 percent of the rural electric 
systems of the country report that they are handicapped by a present shortage of 
wholesale power, and approximately 20 percent report that they do not have 
enough power in sight for future growth. This situation will become increasingly 
severe as the national defense program makes greater demands upon the electric 
generating facilities of the Nation. Forty-six percent of rural electric systems 
report that their present wholesale power contracts contain restrictive clauses 
dual rates, high rates for larger loads, restrictions as to whom power may be sold, 
the amount purchased, ete.). 

Our survey, which is based upon a questionnaire distributed to 944 energized 
rural electric cooperatives and public power districts (and we are, at the present 
time, basing our figures on 500 returns projected to 100 percent) reveals that REA 
borrowers are serving some 2,863,841 farm consumers, and some 596,929 nonfarm 
consumers as of January 1, 1951—a total of 3,460,770 consumers. The systems 
report that they will ultimately serve approximately 4,387,048 consumers, or 
approximately 900,000 in addition to those now served. 

Just as the farmers of America are dedicated to the task of achieving maximum 
agricultural production to furnish the food and fiber for our national defense 
program, the rural electric svsetms of our country, and their farmer-member 
are likewise dedicated to answering the challenge of furnishing to our farms t] 
electric power so necessary to the accomplishment of this monumental task. To 
achieve this end, the farm people of America are endorsing with increasing vigor 
the program of the Federal Government for complete and effective utilization of 
our Nation’s water resources, and for the prompt and efficient development of 
hvdroelectric potential by the Federal Government and delivery of such hyd: 
power from our great rivers to the load centers in the interests of both the defense 
effort and the general welfare and economic well-being of our Nation. 

At the 1951 annual meeting of the National Rural Electric Cooperative Ass 
‘iation in Cleveland, Ohio, our members reiterated and endorsed a resolutior 
(attahced hereto, appendix A) approved by our membership in 1950, pertaining 
to Federal development of the Nation’s hydroelectric power, and emphasized 
that the defense of our Nation in the present emergency makes vastly more 
pelling the objective set forth in this resolution This statement of and bi 
people petitions the Congress to provide funds and loan authorizations for 
basins and water power developments and for the generation of electricity in 
nection therewith, and for the construction of transmission lines to deli 

lectric power so generated to cooperatives and municipal consumers, at their 
load centers, and to integrate various generation projects 

Our people, in this resolution endorsed in both 1950 and 1951, petitioned 

~ to continue the establi hed power policy of the U1 ited States, tI us pro- 


viding for development of potential hydro power and the sale and delivery 


load centers of the consumer of this power wholesale, over self-liquidating trans 
mission lines—first to public bodies and cooperatives and then to private companies 
in that order—and to the accomplishment of this end, it should provide adequat« 
appropriations for construction and administration.” 

Che fiseal 1952 budget of the Department of the Interior contains a number of 
power items of interest to rural electric cooperatives. We appear before this con 
mittee to urge approval of these facilities, requested by the Bureau of Reclamation, 
in the interests of our farm consumers who will benefit by the expansion of service 
of their rural electric systems made possible by such facilities, and in the interest of 
the general welfare of the areas concerned. 


BUREAU OF RECLAMATION 


In the 1950 Annual Report of the Secretary of the Interior, the Commissioner 
of the Bureau of Reclamation states that “expansion of rural electrification is a 
major factor contributing to the increasing power requirements in many areas, 
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particularly in Missouri River Basin States. Shortages of power of particular 
note have oceurred in North and South Dakota.” 

Representatives of the rural electric systems in North and South Dakota have 
appeared before congressional committees in prior years to urge, and the Congress 
has seen fit to approve, plans for advanced construction by the Bureau of Reclama- 
tion of transmission lines in those States to ease the critical power shortage by 
making available power to the rural electric systems from available sources and 
from new generation by the co-ops until such time as power is available from the 
Garrison plant in North Dakota and the Fort Randall plant in South Dakota. At 
that time there would be integrated use of the lines. 

The fiseal 1952 budget contains an item of $1,341,930 for the Bureau of Reclama- 
tion to complete this authorized transmission system in North Dakota, and an 
item of $5,430,500 to complete the authorized transmission system in South 
Dakota. 

The following rural electric systems in North Dakota and Minnesota will 
benefit from the Bureau’s advanced construction program in North Dakota: 


North Dakota: 
Baker Electric Cooperative, Inc. 
Tri County Electric Cooperative, Inc. 
Verendrye Electric Cooperative, Inc. 
R.S. R. Electric Cooperative, Ine. 
North Central Electric Cooperative, Inc. 
James Valley Electric Cooperative. 
Capital Electric Cooperative. 
MeLean Electric Cooperative. 
Cass County Electric Cooperative, Ine. 
Nodak Rural Electric Cooperative, Ine. 
Sheyenne Valley Electric Cooperative. 
Cavalier County Rural Electric Cooperative. 
Minnesota: 
Red River Valley Co-op Power Association. 
Red Lake Electric Cooperative, Ine. 
Wild Rice Electric Cooperative, Inc. 
Itasca Mantrap Co-op Electrie Association. 
P. K. M. Electric Cooperative. 
Beltrami Electric Cooperative, Inc. 
Clearwater Polk Electric Cooperative. 


The following South Dakota and Minnesota rural electric systems will benefit 
from the Bureau’s advanced construction program in South Dakota; 


Minnesota: Traverse Electric Cooperative, Inc. 


South Dakota: 
Kingsbury Electric Cooperative. 
MeCook Electric Association. 
Sioux Valley Empire Electrie Association. 
Turner Hutchinson Electric Association. 
Codington Clark Electric Association. 
H—D Eleetrie Association, Inc.. 
Beadle Electric Association. 
Charles Mix Electric Association. 
Intereounty Electric Association 
Lake Region Electric Association, Inc. 
Northern Electric Cooperative, Ince. 
Ree Electrie Association, Ine 
Spink Electrie Association. 
Tri-County Electric Association. 
Whetstone Valley Electric Association, Inc.. 
Bon Homme Yankton Electric Association. 
Clayv-Union Electrie Corp. 
Douglas Electric Association. 
Lineoln Union Electric Co 
Union County Electrie Cooperative. 
Rosebud Electrie Association. 
West River Electric Association. 
Butte Fleetrie Association, Inc. 
West Central Tlectric Cooperative, Ine. 
Black Hills Electric Cooperative, Inc. 
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This advanced construction of transmission lines and substations is of extreme 
importance to these rural electric systems; it means an adequate supply of electric 
power for expansion and to serve the increasing power requirements of consumers 
already connected. The rural electric systems of the area are indeed grateful to 
the Congress for their expeditious authorization and appropriation of funds for 
these projects. 

Representatives of rural electric svstems from Minnesota, Lowa, and Wiscor 
are appearing before you to offer testimony regarding a similar advance constru 
tion program by the Bureau of Reclamation in their service areas. T shall not at 
this time offer any detailed testimony as to this proposal, but shall merely say 

f rural electric systems in tl n will be aided 
considerably by advance program construction of Bureau facilities such as was 
approved by the Congress in North and South Dakota. ‘This area, like the Da- 
kotas areas, has long been critically short of power and the costs are high. It is, 
in reality, part of the same power desert. Such an arrangement, as represen 


that the power supply situation o 


tives of these systems will show to von, would be mutually beneficial to the 
electric cooperatives, to other preference customers of the Government, 
Bureau of Reclamation, and to the general welfare of the area concerned. 

\lso in the budget request for the Missouri Basin project are funds for trans- 
mission lines (Lovell-Yellowtail, $500,000, Yellowtail-Billings, $810,000, and 
Miles City-Yellowtail, $85,000), which will make possible delivery of additional 
power to the Big Horn River Basin in northern Wyoming where rural electri 
systems are at the present time experiencing shortages of electric power. TT] 
following Wyoming and Montana rural electric cooperatives will benefit from the 
lines: 


Montana: Lower Yellowstone Rurai Electric Association. 
Wyoming: 

Hot Springs County Rural Electric Association 

Washakie Rural Electric Co. 

Big Horn Rural Electric Co. 

Garland Light Power. 

Shoshone River Power, Ine. 

Riverton Valley Kleetric \ssociation, Ine. 


The House committee eliminated the Miles Citv-Yellowtail and the Yellowtail- 
Billings lines, and the House concurred, but approved the Lovell-Yellowtail line. 
We urge this committee to give favorable consideration to the two lines stricken 
by the House. 

Also in the budget for the Missouri River Basin project, and approved by th 
House, are funds for transmission lines in North Dakota (Bismarck-DeVaul, 
$310,000, and DeVaul-Shields, $15,000) to serve irrigation loads in the area and 
the Mor-Gran-Sou Electric Cooperative at Flasher, N. Dak. 

In the Kendrick project of the Bureau of Reclamation, the budget contains 
funds approved by the House in the amount of $58,000 for a Powder River sub- 
station which will provide service to the Hot Springs County Electric Cooperative. 

In the Colorado Big Thompson project, the budget contains funds approved by 
the House to complete the following projects, already authorized by the Congress, 
which will serve the rural electric systems as indicated: 


lotal cost 


Green Mountain-Oak Creek 115-kilovolt and 69-kilovolt extension to Muddy 
Pass ‘ $1, 178, 000 
Flatiron-Leyner-Brighton-Brush. - . 1, 560, 000 
lida-Gunnison 165, 000 


Colorado: 
North Park Rural Eleectrie Association, Ine. 
Yampa Valley Electric Association, Ine. 
Poudre Valley Rural Electric Association, Ine 
Union Rural Electric Association, Ine. 
Intermountain Electric Association. 
Gunnison County Electric Association, 
In the Rio Grande project, the budget for the Bureau of Reclamation contains 
funds, approved by the House, in the amount of $557,965 to complete construction 
On transmission lines, already authorized by the Congress, from Socorro to 
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Albuquerque, and from Belen to Willard. The Central New Mexico Electric 
Cooperative, Inc., at Mountainair, N. Mex., will be served by these lines. 

In addition to these specific items which will serve directly rural electric coopera- 
tives, it must be clearly understood that the entire Bureau of Reclamation power 
program—hydroelectric projects, transmission lines, and wheeling arrangements— 
is of extreme concern to rural electric systems in the areas affected. The results 
of the authorized power program of the Bureau of Reclamation—increased 
capacity of low-cost electric power—inevitably benefits both directly and indirectly 
rural electric cooperatives in the Bureau’s operating area. 


THE TABER AMENDMENT 


In addition to reductions recommended by the House Appropriations Com- 
mittee of more than $5,000,000 in funds for construction of transmission facilities 
by the Bureau of Reclamation, the Taber amendment, adopted on the floor of the 
House, provides for an across-the-board cut of more than $10,000,000 on all con- 
struction by the Bureau. This cut, in addition to the other reductions in funds 
and restrictions imposed by the House, will certainly seriously affect the Bureau’s 
ability to serve rural electric cooperatives and other preference customers of the 
Government. Why curtail our country’s generation and transmission capacity 
at a time when our country faces the greatest need for power and one of the 
gravest emergencies in its history? 


THE KEATING AMENDMENT 


Opponents of our Government’s power policy were obviously not satisfied with 
the reductions recommended by the Appropriations Committee. The major 
blow at the Bureau’s transmission program and the preference customers of the 
Government was delivered on the House floor in an amendment introduced by 
Representative Keating of New York. The amendment, adopted by the House 
and now included in the Department of the Interior appropriations bill as it 
comes before this committee, reads as follows: 

“Provided that no part of this appropriation shall be used to initiate the con- 
struction of transmission facilities within those areas covered by power wheeling 
service contracts which include provision for service to Federal establishments 
and preferred customers.” 

This seemingly innocuous Keating amendment is for two reasons actually one 
of the most disastrous blows struck at rural electric svstems in many years. 

1. Many of the wheeling agreements between private electric companies and 
the Bureau of Reclamation to deliver power to the rural systems contain clauses 
which stipulate that the company will wheel Government power to the extent that 
capacity in excess of that required to serve its own customers exists in transmission 
facilities. This restriction has been approved by the Bureau of Reclamation and 
accepted by the rural electrics because they felt that, if excess capacity was 
declared as not available by any company, the Congress would then see that the 
necessary lines were built. That has been our understanding and belief. 

The Keating amendment, however, prohibits the Bureau from building any 
lines where a wheeling agreement has been signed and thereby leaves the Bureau 
of Reclamation helpless to serve its preference customers when a company per- 
forming wheeling services declares that excess capacity no longer exists. 

2. Many wheeling agreements actually require the Bureau to build backbone 
transmission grids or high-capacity tie lines to transfer Federal power to company 
systems. Also, in many instances the Bureau must build extensions of company 
systems to serve isolated preference customers. The Keating amendment 
prohibits such types of construction and thereby will, by nullifying the effect 
of existing agreements, turn over large blocks of publicly owned power and 
energy to private companies at the bus bar—to the exclusion of the rural electrics. 

The Keating amendment would throw the wheeling contracts into default. 
It breaks faith with the farmers. 


SPECIFIC EFFECT OF KEATING AMENDMENT ON RURAL ELECTRIC SYSTEMS 


North Dakota 

There is some difference of opinion regarding application of the Keating amend- 
ment to the program in North Dakota, but it is entirely possible that completion 
of the Garrison-Bismarck-Jamestown lines, and substations at Bismarck, James- 
town, Carrington, Devils Lake, Rugby, and Rolla, already approved by Congress, 
may be prevented because contracts for substations have not been let. This 
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could cripple the construction program of the Central Power Electric Cooperative 
of North Dokato. Service to the following cooperatives would be affected: 


North Central Electric Cooperative 
Baker Electric Cooperative 
Tri-County Electric Cooperative 
James Valley Electric Cooperative 
R. 8. R. Electric Cooperative 
Verendrye Electric Cooperative 
Capital Electric Cooperative 
McLean Electric Cooperative 


In addition, plans to wheel Otter Tail Power Co. energy over Bureau lines would 
have to be dropped. This means that cooperatives served by this company may, 
in many instances, expect continued poor service. 


South Dakota 


Construction of the Sioux Falls-Brookings, Brookings-Watertown, Watertown- 
Aberdeen-Armour, Armour-Fort Randall, and Gavins Point-Sioux Falls lines 
already approved by Congress, is probably prohibited by the Keating amendment. 


These lines are primarily designed to serve 21 rural-electric systems as follows: 
Beadle Electric Cooperative, Ine., Huron, 8. Dak. 

Bon Homme-Yankton Electric Association, Inc., Tabor, S. Dak. 
Charles Mix Electrie Association, Ine., Lake Andes, S. Dak. 
Clay-Union Electric Corp., Vermillion, $8. Dak. 

Codington-Clark Electric Cooperative, Inc., Watertown, 8. Dak. 
Douglas Electric Cooperative, Inc., Armour, 8. Dak. 

H-D Electric Cooperative, Inc., Clear’ Lake, 8S. Dak. 

Intercounty Electric Association, Inc., Mitchell, 8. Dak. 
Kingsbury Electric Cooperative, Inc., DeSmet, 8. Dak. 

Lake Region Electric Association, Inc., Webster, 8. Dak. 
Lineoln-Union Electric Co. Alcester, S. Dak. 

McCook Electric Cooperative, Inc., Salem, 8. Dak. 

Northern Electric Cooperative, Inc., Aberdeen, S. Dak. 

tee Electric Cooperative Association, Inc., Miller, 8. Dak. 
Sioux Valley Empire Electric Association, Inc., Coleman, 8. Dak. 
Spink Electric Cooperative Association, Inc., Redfield, 8. Dak. 
Traverse Electric Cooperative, Inc., Wheaton, Minn, 
Tri-County Electric Association, Inc., Plankinton, 8. Dak. 
Turner-Hutchinson Electric Cooperative, Ine., Marion, 8. Dak. 
Union County Electric Cooperative, Elk Point, S. Dak. 
Whetstone Valley Electric Cooperative, Inc., Milbank, 8. Dak. 


These systems can expect little or no low-cost public power 
amendment is upheld in the Senate. 

In addition, the Bureau’s wheeling agreements with Northwestern Publie Service 
Co. provide for use only of the company’s excess transmission capacity. The 
company is under no obligation to provide the constantly increasing amounts of 
power and energy that will be required by preference customers in the area. The 
prohibition on Bureau construction again means that bus bar energy will go to the 
private companies. They cannot deliver it to preference customers over existing 
inadequate transmission systems. 

Colorado 

The Estes-Polehill and Flatiron-Fort Collins-Cheyenne tap lines are probably 
eliminated by the Keating amendment. These lines are absolutely essential to 
assure flexibility, diversity, and reliability of service on the Colorado-Big Thomp- 
son project serving, and to serve, many rural electrics in Colorado. The Estes- 
Polehill line provides a tie between the power plants at Estes and Polehill, and 
would be the only direct tie between these points. The Flatiron-Fort Collins- 
Cheyenne tap line is needed to interconnect the Kendrick project and the Colorado- 

sig Thompson project, and provide reliable service to the eastern part of the 
Colorado-Big Thompson project. 

The system integration and diversification that will be lost if these lines are not 
built will also affect every cooperative that is now being served or expects future 
Government service over the lines of the Public Service Co. of Colorado. 

Every rural system now receiving service in accordance with the terms of the 
wheeling agreement between the Public Service Co. of Colorado and the Bureau 
of Reclamation is in imminent danger of either having service discontinued or 
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wholesale power costs increased. If the Keating amendment becomes law, all 
that would be necessary to bring about either of these alternatives is a declaration 
by the Publie Service Co. of Colorado that it no longer has excess transmission 
facilities over which to wheel Government power to preference customers. The 
Bureau, in such circumstances, would probably have no choice other than to 
again sell much energy from the Colorado-Big Thompson project to the company. 
Cooperatives that would be directly affected in Colorado are: 
Grand Valley Rural Power Lines, Inc., Grand Junction, Colo. 
San Luis Valley Rural Electric Cooperative, Monte Vista, Colo. 
Intermountain Electric Association, Littleton, Colo. 
Union Rural Electric Association, Inc., Brighton, Colo. 
Highline Electric Association, Holyoke, Colo. 
Holly Cross Electric Association, Inc., Glenwood, Colo. 
Sangre DeCristo Electric Association, Inc., Fort Collins, Colo. 
Montana 

In Montana, the Glendive-Willison and the Fort Peck-Whately transmission 
lines would be eliminated should the Keating amendment become law. In 
addition, a-whole group of short transmission lines and substations in the Yellow- 
stone River Valley would be eliminated. Although wheeling contracts exist in 
this area, the inability to build substations would render such agreements useless. 
Moreover, construction of short transmission lines and substations to supply 
rural systems in the Missouri River area would be stopped. 


Othe r areas 


Lines in Idaho and California will also be eliminated if the Keating amendment 
is allowed to stand. These deletions will indirectly injure every cooperative in 
those States by further strengthening the hand of the private companies in their 
attempt to throttle the power supply of rural systems. 

Ina nutshell, the Keating amendment, if allowed to stand, will wreck the estab- 
lished policy of providing low-cost Government wholesale power to the load 
centers of preference customers. This amendment will enable private utility 
companies to exploit for their own profit the investment of all the taxpayers in 
public power. 

THE JENSEN AMENDMENT 


In addition to the severe cuts which will result if the Keating and Taber amend- 
ments become law, the Bureau’s power development program will be further 
curtailed should another amendment, approved by the House and known as the 
Jensen amendment, also become a part of this bill. This amendment, introduced 
by Representative Ben Jensen of Iowa, provides that during the fiscal vear 1952 
the Department of the Interior may not fill more than 25 percent of the personnel 
vacancies that arise until the Department’s total employment is reduced by 20 
percent, 

This amendment, in our estimation, is a most inefficient method of reducing 
Government expenses. Able administrators that now have numerous vacancies 
on their staffs and return unused portions of their appropriations to the Treasury, 
are encouraged by this amendment to fill these vacancies before July 1 in order 
to maintain adequate staffs during the coming vear. In addition, the adminis- 
trative machinery to carry out the Jensen amendment would be burdensome 
and would greatly complicate personnel problems of the various agencies. For 
these reasons we ask this committee to remove this 25 percent personne! restriction 
from the bill. 

CONCLUSION 


In conelusion we urge this committee to— 

1. Approve all of the Bureau of the Budget requests which we have listed here. 

2. Approve the request of the rural electric cooperatives of Minnesota, Wis- 
consin, and Iowa for the advance construction of lines not requested by the 
Bureau of the Budget to deliver power to rural electrics in Minnesota and Towa, 
and indirectly in Wisconsin 

3. Approve the advance construction of lines in New Mexico and Colorado 
which were requested a few days ago by the rural electrics in that area. 

41. Kill the Keating amendment. 

5. Kill the Taber amendment. 

6. Kill the Jensen amendment. 
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APPENDIX A 


Whereas the 1950 annual meeting of the members of the National Rural Electrie 
Coope rative Association unanimously passed the following resolution: 

‘Whereas the United States, in its numerous great rivers and river basins, is 
possessed of the assets and resources that will, upon maximum development, re- 
tain, enrich our soil, provide navigation in many instances, and retard disastrous 
floods, provide unlimited recreation for the people of the country and insure ade- 
quate electrical power supply to meet the long-range demand of all indivi 
and industries alike, resulting in such a combination of facilities for progre 
America can achieve its highest potential standard of progress and prosperity, 
and 

‘Whereas it is to the personal interest of all of the more than 12,000,000 farm 
people now served bv rural power cooperative that the dev opment of all of these 
phases of the river basin resources be expedited with em a is on the pressing, 
need of se power cooperatives for ects fone) dependable, low-cost power source 
vithout which the rural power cooperatives cannot attain their maximum service 
and 

‘Whereas it is recognized that. much work has been done and progress made, 
in planning the development of this resource by the Department of the Interior, 
Corps of Engineers, and other assisting agencies in this Government, and progress 
has been made toward the consummation of some of this planning, which clearly 
shows the wisdom of the undertaking by the achievements already attained, and 

“Whereas the projects under plan and which should be planned are so numerous 
that no attempt should be made to enumerate them here, yet each and all are of 
the greatest importance to the area of their location and taken in the aggregate 
of the highest national interest: Therefore be it 

‘Resolved, That we urge the development of all of the country’s potential hydro- 
electric power as rapidly as practicable, and be it further 

‘Resolved, That the (Congress of the United States is petitioned to provide 
funds and loan authorizations for river basin and water power developme nts and 
for the generation of electricity in connection therewith, and be it further 

Resolved, That the Congress of the United States is petitioned to provide 
funds and loan authorization for the construction of transmission lines to dis 
tribute the electric power so generated to cooperatives and municipal consumers, 
at their load centers, and to integrate various generation projects, i 
further 

Resolved, That the Congress of the United States is petitioned to provide 

inds and loan authorization, for the construction of steam and Diesel generating 
‘apacity where necessary to firm up hydro generation and to improve the efficiency 
of such generation, and be it further 

Re solved, That the (‘ongress of the | nited States is pe titioned to conti! ue the 

stablished power policy of the | nited States, thus providing for de velopment of 
potential hydro power and the sale and delivery to load centers of the consumer of 

his power wholesale, over self-liquidating transmission lines—first to public 
odies and cooperatives and then to private companies in that order and to the 
complishment of this end, it should provide adequate appropriations for con 
truction and administration.” 

Whereas the defense of our Nation in the present emergency makes 

iore compelling the objective set forth in this resolution, now therefore 

Resolved, That we do reaffirm our previous action and urge that vigorou 


t 


taken to expedite the program which we have requested. 
SOUTHWESTERN POWER ADMINISTRATION 
CONSTRUCTION 


MUNICIPALITIES PROHIBITED FROM CONSTRUCTING FACILITIES OUTSIDE 
CORPORATE LIMITS 


(See p. 630) 


Senator Haypen. The Southwestern Power Administration has sub- 
mitted for the record a statement requested at the hearing on May 21. 
The statement shall be made part of the record at this point. 


83686—51—pt. 2 32 
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(The statement follows:) 


STATEMENT WitH Respect to Lecat Restrictions Upon MUNICIPALITIES TO 
Construct Evectrric Faciuities OutstpE Corporate LIMITS AND THE Eco- 
NoMic EFFECTS OF SucH CONSTRUCTION 


Generally, local law, effective in the region wherein the Southwestern Power 
Administration operates, is sufficient in substance and effect to empower a munici- 
pality to contract with a private utility company, or with a governmental agency 
to supply the municipality and its inhabitants with electrical power and energy. 
In circumstances, however—for example, where the source from which the power 
and energy thus to be obtained is situated outside and beyond the corporate limits 
of the municipality and the supplier of the power and energy is for some reason un- 
willing or unable to become contractually obligated to provide the transmission 
facilities necessary to accomplish the delivery of the power and energy to the 
municipality at some point within its corporate limits—there may arise the ques- 
tion whether the municipality may lawfully construct transmission facilities out- 
side and beyond its corporate limits, for the purpose of carrying the power and 
energy to a delivery point at or within the corporate limits. 

In considering the question, there is for noting the statement in 62 C. J. 8, 
Municipal Corporations, section 141, page 283: 

“As a general rule the powers of a municipal corporation cease at municipal 
boundaries and cannot, without plain manifestation of legislative intention, be 
exercised beyond its limits, at least as far as governmental functions are con- 
cerned, even though it may have acquired property outside of its geographical 
limits. Within and subject to its constitutional limitations, the legislature, 
however, may, and often does, authorize the exercise of powers beyond municipal 
limits, and in accordance with the terms of the authorization, a municipal 
corporation may operate beyond its boundaries.”’ 

A further statement (63 C. J. S. Municipal Corporation, sec. 1059¢, p. 693) 
also is for noting: 

‘‘A municipal corporation has been held to have no authority to establish a 
lighting plant, or extend its distribution system, outside its boundaries, unless 
it is expressly authorized by the constitution or legislature; but it has been held 
that a statute authorizing a municipality to provide the city and the inhabitants 
thereof with light does not prohibit the municipality from extending its electric 
light service to points without the municipal limits, where it can do so with very 
little additional expense, and in such a way as to result in advantage to the 
municipality and its inhabitants, and that in its business relations a municipality 
is not confined in the purchase of needed supplies, to the limits of the municipality, 
and may construct a transmission line to connect with a power plant in another 
municipality to obtain needed electricity; * * *. [Italics supplied.] 

“Where a statute empowering a municipality to extend its electric transmission 
lines outside its borders does not expressly limit the distance to which the lines 
may be extended, the court cannot fix an implied limitation of that nature on 
such power; * * *,” 

In the light of certain statutory enactments in force in the State of Iowa, the 
Supreme Court of that State, in Carroll v. City of Cedar Falls (221 Iowa 277, 261 
N. W. 652), upheld the right of a certain municipality to build and maintain a 
high-voltage transmission line for a distance of many miles beyond its limits. 
As against the contention made that the construction of the transmission line 
was not for a public purpose, but was for a private purpose, the court took the 
view that it was for a public purpose, and in that connection, said, in part: 

“Tt is the well-settled rule of law that private property cannot be confiscated 
by a municipality or any other corporation under the right of eminent domain, 
except for a public purpose. The right securing private property from confisca- 
tion for private purposes is protected by provisions in both Federal and State 
constitutions. 

“The right to confiscate private property on behalf of utility companies for the 
construction of transmission lines is authorized by statute. The statutory pro- 
visions authorizing the confiscation of private property under the right of eminent 
domain is a clear implication that the use of such property is for a publie purpose. 
Power and light companies are continually taking advantage of the benefits de- 
rived from the confiscation of private property under the power of eminent do- 
main. These rights are enjoyed by them only because the property taken is used 
for a public purpose. One of the uses made of the property confiscated, under 
this right, is the construction, maintenance, and operation of high-tension trans- 
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mission lines and wires. If such use be considered a public purpose on behalf of 
private corporations, there can be no logical reason why the use of similar property 
for a similar purpose by a municipal corporation should not also be considered a 
public purpose. It would indeed present an anomalous situation to hold that 
certain services performed by a private corporation should be considered a public 
purpose, and that the same service, if performed by a public corporation, would 
be considered a private purpose. 
* * * * * * * 

“Tt has been repeatedly held that electric light and power companies under the 
right of eminent domain can confiscate private property for use in its utility 
business. This is permitted solely upon the ground that it is to be used for a public 
purpose, although the profits and emoluments derived therefrom may and do 
belong to private corporations, and whole stock is owned by private individuals. 
Municipal corporations have a dual character, one governmental or public, and 
the other proprietary or quasi private. Nevertheless, if in its proprietary capac- 
ity, it performs services which are in their nature for a public purpose, such as are 
also performed by a private corporation, a use, under which a private corporation 
is considered public, will not be considered private when performed by a public 
corporation. The same rules apply to both public and private corporations.” 

Adverting to the question, considering same in the light of the laws of the 
respective States in which the Southwestern Power Administration operates, it is 
appropriate that relevant laws of Oklahoma, Kansas, Missouri, Arkansas, Louisi- 
ana, and Texas, be examined. In the order as named, the examination follows: 


OKLAHOMA 


Title 11, Oklahoma Statutes Annotated, contains sections relating to the power 
and authority vested in municipal corporations. Section 536 provides that every 
municipal corporation within the State shall have the right to engage in any 
business or enterprise which may be engaged in by a person, firm or corporation 
by virtue of a franchise from the municipal corporation. Further, that every 
city containing a population of more than 2,000 inhabitants shall have the 
right and power to acquire, own, and maintain, ‘‘within or without the corporate 
limits of such city,’ real estate for sites and “rights-of-way for public utility”’ 
and park purposes. With respect to such purposes and others therein enumerated, 
it is provided that the municipality ‘“‘shall have the power to exercise the right of 
of eminent domain, eithe ‘r within or without the corporate limits of such city.”’ 
[t also is provided that, ‘for any or all such purposes,”’ in order to raise the means 
to carry out the same, the municipality ‘‘shall have the power to issue and sell 
bonds under and by virtue of the constitution of this State.’’ This section, now 
carried as section 563, was originally carried as section 538, Revised Laws, 1910. 

Section 447, subsequently enacted, provides: 

“Every municipal corporation owning or operating its own electric light plant, 
gas plant or gas distribution system, and every such municipal corporation engaged 
in the distribution of electricity or natural gas is hereby authorized and em- 
powered to extent its lines and mains beyond the corporate limits of such munici- 
pal corporations and is authorized to acquire, erect, construct and own all neces- 
sary poles, wire, lines, pipelines and mains, apparatus and substations, and to 
acquire rights-of-way, and to do all other things necessary and proper in carrying 
on the said business outside of the corporate limits of the city to the same effect 
as it may now do within the corporate limits of said city. 

‘And said municipal corporations are authorized and empowered to construct 
or acquire such lines, pipelines or mains, by purchase or otherwise and to sell 
said service to any person, firm, or corporation outside of the limits of such corpo- 
rations.” 

In the light of these statutory provisions it seems clear that, with respect to 
municipalities in Oklahoma having a population of more than 2,000 inhabitants, 
the question under consideration may be answered in the affirmative. With 
respect to such municipalities having a population of 2,000 or less, there appears 
to be, however, room for considerable doubt. 


KANSAS 
Cities, first class 
Section 13-101, General Statutes of Kansas, 1949, declares that, whenever it 
shall have been duly ascertained by any census or enumeration taken under any 
law of the United States or of the State of Kansas or by any city that any city 
has attained a population of over 15,000 inhabitants, such fact shall thereupon; 
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by the governing body of such city, be certified to the governor of the State, who 
shall thereupon by public proclamation declare such city to be, and the same shall 
thereupon become, a city of the first class. 

With respect to each city of the first class having a population of more than 
110,000 inhabitants and owning and operating a municipal light plant for the 
purpose of furnishing such city and its inhabitants with eleetrie energy, section 
13-237, General Statutes of Kansas, 1949, expressly prohibits the governing body 
of the city from contracting with any person, firm, or corporation to supply elec- 
tric energy to the municipal light plant: except, that, in event the municipal light 
plant becomes temporarily or partially disabled due to an act of God or the breake 
ing of machinery or equipment, the governing body may contract for a supply of 
electric energy during, but not to exceed, the time necessary to make repairs to 
remove such temporary or partial disability. 

(side from any question going to the authority of cities of the first class to 
purchase electric power and energy from an outside source, examination of the 
statutes (Gen. Stats. of Kans., 1949) fails to disclose any statute under which it 
is thought a city of the first class would be authorized to construct electrical trans- 
mission facilities outside and beyond its corporate limits for the purpose of car- 
rving purchased power and energy to a delivery point at or within its corporate 
limits. 

Cities, second or third class 

Section 12-842, General Statutes of Kansas, 1949, provides in relevant part: 

“* * * any city of the second or third class of the State of Kansas is hereby 
granted full power and authority, on behalf of such city, to purchase, procure, 
provide and contract for the construction of, and to construct and operate, 
- *% electric light plants * * *, and to contract for and purchase 
electric current * * * to be delivered where purchased or elsewhere, and 
to construct, maintain and operate * * * wires and other equipment for 
the tri ansport: ition of the same from the place where such * * * electric 
current * * may be delivered, to such points within or without the city 
as may be deemed advisable, for the purpose of supplying said city, its citizens 
and others with * * * light, * * * power, * * * or heat for 
domestic use or other purposes, and said cities are hereby authorized to place 
said * * * wires and other equipment for said transportation upon and 
across any of the public roads, highways, and streets of this State in such manner 
as not to incommode the public in the use of such roads, highways, and streets.” 

\side from any question going to the power of the cities of the second and 
third class to exercise the right of eminent domain in acquiring rights-of-way for 
the “wires and other equipment for said transportation,” it would seem with 
respect to cities of the second and third class that, in the light of the statute last 
noted, the question under consideration should be answered in the affirmative. 


MISSOURI 


The Missouri Revised Statutes, section 7786, provide that the city council of 
any city, town, or village in Missouri shall have the power to erect, purchase, 
acquire, maintain, and operate electric light plants, or any other kind of plant 
or device for lighting purposes, and to maintain and operate such plants and to 
supplv the inhabitants of such cities, towns, and villages with light and power 
therefrom. 

Sections 7787, 7788, and 7789, provide: 

“Src. 7787.—Any city in this State, which owns and operates any electric light 
or power plant, may, and is hereby authorized and empowered to supply electric 
current from its light or power plant to other municipal corporations for their 
use and the use of their inhabitants, and also to persons and private corporations 
for use beyond the corporate limits of such city, and to enter into contracts therefor 
for such time and upon such terms and under such rules and regulations as may 
be agreed upon by the contracting parties.” 

“Sec. 7788.—Any city, town, or village in this State, having authority to main- 
tain and operate an electric light and power plant, may procure electric current 
for that purpose from any other city, owning and operating such plant, and to 
that end may enter into a contract therefor with such city having such plant. 

“Sec. 7789.—Any city, town, or village, which any city of this State, having an 
electric light or power plant, may agree to supply with electric current under the 
provisions of sections 7787 and 7788, is hereby authorized and empowered to 
conduct said current from the city, agreeing to supply the same, and for that 
purpose to erect poles, piers, abutments, wires, and other fixtures along, across, 
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or under any of the public roads, streets, and water in such a manner as not to 
incommode or endanger the public in the use of said public roads, streets, and 
waters, and to put in and maintain and operate all apparatus and devices neces- 
sary for and in conducting said current from the city agreeing to supply the same 
into its own limits in, upon, over, and through any territory of this State outside 
as well as within, the limits of said city, town, or village.” 

In the light of these statutes, it appearsthat the municipality selling the electric 
current is not authorized thereby to construct the transmission facilities necessary 
to deliver the electric current to a point at or within the corporate limits of the 
purchasing municipality; but that thereunder, the purchasing municipality is 
authorized and empowered to construct such transmission facilities. See Taylor 
v. Dimmitt (336 Mo. 330, 78 8S. W. 2d 841, 98 A. L. R. 995), and authorities 
therein cited. 

ARKANSAS 


Under the Arkansas Statutes, 1947, section 19-2318, municipal corporations 
are empowered to provide for or construct or acquire works for lighting the streets, 
alleys, parks, and other public places, to furnish power to consumers, or to pur- 
chase such power, gas, or electricity for such purposes from any individual, com- 
pany, or corporation manufacturing the same, and in connection therewith to 
furnish lights and power to private consumers upon just compensation therefor. 

Under section 19-4813, Arkansas Statutes, 1947, municipal corporations are 
vested with the right and power of eminent domain ‘‘to enter upon, take and con- 
demn private property, either within or without the corporate limits of such 
municipality, for the construction and operation of transmission lines and/or 
distribution svstems for natural gas.”’ 

In the light of these statutes, it would appear that the question under con- 
sideration is for answering in the affirmative. 


LOUISIANA 


Title 33, Louisiana Revised Statutes, 1950, section 4164, provides: 

“Municipal corporations may make contracts, extending over a period not 
exceeding 30 vears, with other municipalities and political subdivisions for the 
sale or purchase of an adequate supply of water and electricity to meet their 
requirements; and may own, construct, maintain, and operate the necessary 
water pipe lines, pole lines, and equipment beyond their corporate limits to 
btain or furnish such a source of supply. 

“Municipalities may obtain water supply or electric current under a contract 


fora time not exceeding 3 years from private persons on the terms and conditions 


agreed upon by the parties. A contract made with private persons for furnishing 
water or electric current for periods in excess of 3 years must be approved by a 
najority of the electors of the municipality voting at a special election for that 
purpose re 

Section 4621 (Id) provides: 

Municipalities and parishes may expropriate and otherwise acquire any 
private property, within or without their limits, for any of the purposes for which 
they are organized, and for any works that they are authorized to own or operate, 

r which they are authorized to lease or donate to the United States This part 
hall not be construed to confer authority upon a parish or municipality to expro- 
priate property in any other parish without the consent of the police jury of the 
parish in which the property is situated.” 
The substance and effect of these statutory provisions seem to warrant the 
lestion under consideration being answered in the affirmative. 


PEXAS 


Vernon’s Annotated Revised Civil Statutes of the State of Texas, Article 1108, 
provides: 

“Any town or city in this State which has or may be chartered or organized 
under the general laws of Texas, or by special act or charter, and which owns or 
yperates waterworks, sewers, gas or electric lights, shall have the power and right: 

1. To own land for such purposes within or without the limits of such town or 
city. 

2. To purchase, construct, and operate water, sewer, and gas and electric light 
systems inside or outside of such towns or city limits, and regulate and control 
same in a manner to protect the interests of such town or city. 
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3. To extend the lines of such systems outside of the limits of such towns or 
cities and to sell water, sewer, gas, and electric light and power privileges or service 
to any person or corporation outside of the limits of such towns or cities, or permit 
them to connect therewith under contract with such town or city under such term: 
and condition as may appear to be for the best interest of such town or city; 
provided that no electric lines shall, for the purpose stated in this section be 
extended into the corporate limits of another incorporated town or city. 

4. To prescribe the kind of water or gas mains or sewer pipes and electric 
appliances within or beyond the limits of such town or city, and to inspect the 
same and require them to be kept in good order and condition at all times and to 
make such rules and regulations and prescribe penalties concerning same, as shal! 
be necessary and proper.” 

It would appear as doubtful whether, under the statute noted above, a munic- 
ipality in Texas may lawfully construct electrical transmission facilities outsid 
and beyond its corporate limits for the purpose of carrying purchased power a: 
energy to a delivery point at or within the corporate limits. It is not clear fro: 
the statute that the municipality is therein authorized to purchase power and 
energy from an outside source. Furthermore, while the statute used the term 
“electric light system,”’ it is not clear that transmission facilities used for the pi 
pose afore-mentioned could be deemed a part of the electric light system.  Re- 
search discloses no other relevant statutes, and it would appear that in the cir 
cumstances the question under consideration ought to be answered in t! 
negative. 

In situations where the construction of transmission facilities for the purpose 
heretofore stated is to be accomplished by a municipality, there would, of course, 
be for consideration on the part of the municipality the matter of financing th: 
project, including the cost of acquiring the necessary lands and rights-of-way, 
Financing such a project by the municipality would in most instances be by means 
of a bond issue. Generally, the issuance of the bonds would depend, amon, 
other things, upon a vote of the inhabitants of the municipality; moreover, cor 
stitutional provisions prescribing limitations on the amount of bonded indebt 
ness Which municipalities may assume often would operate to preclude the bonds 
from being issued. Then, too, history reflects that in many instances public- 
improvement projects became involved in litigation, often expensive and of lor 
duration. 

Section 5 of the Flood Control Act of December 22, 1944, directs the Secretar 
of the Interior to transmit and dispose of the surplus electric power and energ 
generated at reservoir projects, under the control of the Department of t! 
Army, in such manner as to encourage the most widespread use thereof at 
lowest possible rates to consumers, consistent with sound business princip! 
the rate schedules to become effective upon confirmation and approval by t 
Federal Power Commission. Rate schedules shall be drawn, having regard 
the recovery (upon the basis of the application of such rate schedules to t! 
capacity of the electric facilities of the project) of the cost of producing ar 
transmitting such electric energy, including the amortization of the capac 
investment allocated to power over a reasonable -period of years. 

It is the general and accepted practice of private utility companies, in selli 
electric power in wholesale quantities to municipalities, to deliver such pow 
at the city limits of the municipalities. The rates of the private utility co: 
panies are based on such practice. The Southwestern Power Administrat i: 
in designing its rate schedule A. followed the practice of the private utility co: 
panies and based its rate on delivering power in wholesale quantities to the lo 
center of its customers. Since the cost of the service facilities are included 
the rate schedule, any customer of the Southwestern Power Administratio: 
entitled to have the power it purchases delivered to its load center. Any de\ 
tion from this practice would be a misapplication of the rate schedule and wo 
be grossly unfair to the customers. 

This Administration has contracts with the Texas Power & Light Co., ft! 
Southwestern Gas & Electric Co., and the two Oklahoma utility companies t! 
permit the Government to utilize the facilities of the companies in delivering 
electric power to the Government’s customers. Every customer of the Sout! 
western Power Administration now receiving service from the Government 01 
the facilities of the companies is receiving such service at their load centers. 
the Southwestern Power Administration provides electric service to these cus 
tomers at their load centers and requires other customers to provide their ow 
service facilities, it would be violating the Federal Power Act, which prohi! 


discrimination between customers of the same class (49 Stat. 851, see. 205 (b 


} 


¢ 


to 
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The towns of Purcell and Lexington, Okla.; Hermann, Poplar Bluff, Sikeston, 
and Campbell, Mo., are all small towns, ranging in population from 1,100 at 
Lexington, Okla., to 12,000 at Poplar Bluff, Mo., with a definite limit on the 
amount of bonded indebtedness they can incur. Should these towns vote bonds 
to contract service facilities, that should be furnished by the Government, they 
lefinitely would be limiting their ability to provide for other services, such as 
extensions of water and sewerage systems, that are definitely the responsibility 
of the towns, 

In order for these towns to provide their own service facilities, 
necessary for them to construct short 66,000-volt transmission lines, ranging from 
5 to 20 miles in length, and 66,000-volt to 2,400-volt substations. The towns also 
would be required to operate and maintain these facilities, which would impose an 
additional financial burden. First, the amortization of the cost of the facilities is 
already included in the rate that they would pay for power. 
perating and maintaining the service 


it would be 


Secondly, the cost of 
facilities is an added financial burder 
distribution system of each of these towns is a 2,400-volt svstem and the m 


und equipment that now operate and maintain these systems could not be utiliz 
yperating and maintaining the 66,000-volt lines and substations because 
h voltage lines require special equipment and special trained crews 
n would have to purchase the special equipment required, which wo 
imum of $15,000; each town would have to hire a special trained line er 
ler to operate and maintai! 


iif 


the short high-voltage lines: and each town would 
a to keep on hand a stock of repair parts, most of which | 
material list. 


are on the eritical 
Such a procedure is not onlv uneconomical but in addition 
necessarv waste of manpower and critical 


IS an 
materials In the event that the 
Southwestern Power Administration furnishes the 
contemplated when contracts to furnish 


( 


service facilities, which was 
power were negotiated, one set of spec ial 
uipment, one stock of spare parts, and one line crew could maintain and operate 
iany of these small service extensions with a resulting savings in money, man- 
power, and critical materials. 

The attached statements from the towns concerned show t t] 


ley are neither 
able nor willing to assume the uneconomical fi! 


ancial burden that would be 
posed on them if they are required to furnish the service facilities necessary to 
ransmit Government power from existing transmission lines to the existing | 3 


the municipalities system, 


Town or Li XINGTON, 


Lexington, Okla., May 24, 1951. 
Douctas G. WrRicuar, 


Administrator, Southwestern Power Adn 


rznistration, 
Petroleum Building, Tulsa, Okla. 


Dear Mr. Wricnt: The city of Lexington has been considering the purchass 
ectric power from the Southwestern Power Admi 
ities of the Oklahoma utilities compani 


istration through the 


It has been our understanding that the power would be d 


at the voltage of the citv distribution svstem. If it is necessary for u 
our own lines to the city limits at a cost of $15,000 this would make 


live red To our Cit 


} 
ossible for the citv to use this power. Consequently arrangements would have 
made for another source of power 
In addition to the above investment it would be necessary that the city make a 
irther investment of $10,000 to $15,000 for equipment and personne! to maintai 
1¢ 66-kilovolt line. 

It was our understanding that the rate quoted to us would be for power delivered 
to the city limits and if we were required to make this additional investment this 
uld increase the cost to us which would make it undesirable. In view of the 

that we are a village of 1,000 population the city is in no financial condition 
make this additional investment. 

Very truly yours, 


ALBERT Fa Vayor. 


Ciry oF PURCELL, 
Purcell, Okla.. Vay 24, 1951. 
Dovatas G. Wricut, 


Administrator, Southwestern Power Admini 
Petrole um Building, Tulsa, Okla. 


tration, 


Dear Mr. Wricut: Regarding the purchase of electric power and energy from 
Government through the facilities of the Oklahoma Gas & Electrie Co., this 
inicipality would be unable to meet the requirements of constructing, owning, 








1724 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


and maintaining the necessary 66-kilovolt transmission line and the related 
facilities for service at a cost to the city of $70,000. 

In addition to the above investment, it would be necessary that the city main- 
tain a line crew to operate and maintain this 66-kilovolt line at a cost outlay of 
$10,000 for truck and equipment, and $5,000 per vear for labor expense. 

In my conversations with representatives of the SPA it was my understanding 
that our cost ratio was based on the power being delivered at our city limits at 
the voltage of the city distribution system. This is the ratio I submitted to the 
city commission. Without discussing this above additional cost with all of the 
city commissioners, it is my opinion this additional hardship would preclude us 
from taking the power. The commission has not definitely accepted Government 
power, but I am sure they would not accept it with this additional cost. As a 
matter of fact, I will not recommend we take this power at the additional cost. 

Very truly yours, 
Bor Jones, City Manager. 


Boarp oF Purtic Works, 
Sikeston, Mo., May 24, 1951. 


Re Power contract between the Government and the city of Sikeston, Mo. 


SouTHwest PoweR ADMINISTRATION, 
Postoffice Drawer 1619, Tulsa, Okla.: 

The city of Sikeston desires to go on record as being firmly against any proposa! 
whereby the construction, maintenance, and operation of the electrical facilities 
necessary to transmit Government hydroelectric power to the city of Sikesto: 
would become the obligation of the city. 

The contract for the city of Sikeston to purchase power from the Government 
is a firm contract, already executed, and contemplates that the Government shall 
deliver power at Sikeston at the city’s distribution voltage. The city is within 
its legal rights in expecting the Government to fulfill its contractual obligations, 
The city of Sikeston is not in the electric transmission business and has no facil- 
ities nor the equipment that would be necessary in the maintenance and operation 
of a high-voltage line and substation. The trained personnel, the high-voltage 
equipment, and the spare materials for warehouse stock are extremely critica! 
at the present time and would be highly uneconomical if used in connection with 
the facilities necessary to service only a single city. 

The wholesale power rate, rate A, as approved by the Federal Power Com- 
mission, contemplates that the revenues from the power sold will pay the entir 
cost of producing and transmitting the power, including the immediate inter- 
connecting lines and substation facilities. It further contemplates that the mair 
tenance and operation of these facilities are the responsibility of the Gover 
ment. Rate A makes no provisions for any variation of rates, or reduction 
rates, to those cities that might find it necessary to furnish and operate their own 
interconnecting facilities. The Southwestern Power Administration now has 
operation other power contracts with municipalities whereby the municipaliti 
are not obligated to furnish or maintain any of the high-voltage interconnecti: 
facilities, and any variation from this policy without a corresponding variatior 
rate would be a rank discrimination. 

Engineering estimates indicate that the high-voltage lines and substatio 
facilities necessary to serve wholesale power from the lines of the M. & A. Electri 
Power Cooperative to the city of Sikeston would cost approximately $90,000 
Amortization of the $60,000 additional cost would be about $4,000 per vear 
The additional line crew and maintenance cost would be in the neighborhood 
$6,000 per vear, making a total burden of about $10,000 per year that the city 
Sikeston does not feel obligated to assume. 

Crry or SrkEsTON Boarp or Pusiic Works, 
J. F. Cox, Chairman of Board. 

EK. P. Coteman, Jr., Member. 

J. Ernest Harper, Member. 
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Ciry or CAMPBELL, 
CAMPBELL, Mo., May 24, 19861. 
Subject: Power contract between Southwestern Power Administration and the 
city of Campbell, Mo. 
SOUTHWESTERN PoWwER ADMINISTRATION, 
Post Office Drawer 1619, Tulsa 1, Okla. 


GENTLEMEN: If it becomes necessary to amend the power contract, referred to 
above, to provide that the city of Campbell, Mo., must construct and operate the 
high voltage electric facilities required to serve Government hydroelectric power 
o the city of Campbell, it is extremely doubtful that the city council will find such 
amendment acceptable. 


ne 

The 14 miles of 66-kilovolt transmission line and the 66/2.4 substation necessary 
» serve power to Campbell have been estimated by competent engineers to cost 
about $105,000. The amortization of this expense would amount to approxi- 


ately $4,500 per year. This amount, together with the $5,000 to $6,000 extra- 


that would be necessary in con 


I 


ne maintenance expense nection with the high- 

oltage transmission line, would make the increased burden to the city of Camp- 

ell about $10,000 per vear. When this additional cost is divided among the less 
n 2,000,000 kilowatt-hours per year the resultant 5- to 7-mill cost per kilows 

r will make the total cost of power such that the Government power con 
lose its desirability. 
\t the present time the bonded indebtedness of the city is such that an eddi- 
onal $105,000 to pay for the above-mentioned electric facilities would not 
owable under the statutes: was allowable, there is lit 
bability that this city of 2,000 peopl could be pe rsuaded to vote 
indebtedness against themselves for the purpose of obtaining a cheaper power 
supply as long as the present electric plant is sufficient. 

We do not feel that a request for the city of ‘ 
gh-voltage facilities for 
just or is in line with the 

and we sincerely trust t 


however, even if it tle 


such & large 


ampbell to furnish the necesss 
serving Government hvdroelectrie power to this city 


‘power policic s of the Government as repre sented to us, 
at such a request will not be forthcoming. 


{ 
he 


Cart McFAaRLANpD, Mayo 


Ciry * PorptaR Buurr, Mo., May 24, 19 
UTHWESTERN POWER ADMINISTRATION, 
Post Office Drawer 1619, Tulsa, Okla. 


’ 


(Attention: Mr. Douglas G. Wright 
Dear Mr. Wricut: The question of the contract for power between the Sor 
ern Power Administration and the city of Poplar Bluff, Mo. 

r service through this contract have been 


9 Admit Is 


and the provislo! 


brought to mv attentior 
f Poplar Bluff approved this contract after se 
December 1950. The original negotiations for 


1950, and provided that the 


: . . ° 
veral months of necotia- 


Jul 


» tie 


V Crovernment 
' 
| 


ine from the Ml. & A. Power Cooperative line nortl 


plant located on.the Black River \lso, the Governme 
truct and maintain the necessary substation facilities and metering equipme1 
| the station located at the city 


( 


> vive service to tne low side of 
Mes apparent 
Both the 


plant It nov 
that there is some desire for the citv to assume this obligatior 
initial cost of this connection and the cost of maintenance are such 
prohibit the city of Poplar Bluff from accepting this obligation 

Che bonded indebtedness of the city of i 


f Poplar Bluff is in such condition that it 


Also, there are two reven! 


venue 


as to 


ild be impossible to issue bonds for this purpose 
1 issues against the electric plant with provisions t] 


iat no additional issues can 
ted at this particular time. 


lhe basie consideration in the provisions of this contract is that the Government 
uuld furnish to the citv of Poplar Bluff energy at the plant. The SPA now has 
mtracts and are furnishing service as provided for under the rate schedule A 
hich ineludes furnishing and maintaining these facilities. We feel that the 
ens of this community should not be penalized in this connection. 
Yours very truly, 


E. W. Ropinson, Mayor 
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City or HeRMANN, 
Hermann, Mo., May 25, 1951, 
CHAIRMAN, 
United States Senate Subcommittee on Appropriations, 
Department of the Interior, Washington, D. C. 

Drar Srr: Hermann, Mo., of which I am mayor, wants electric service from 
the SPA under the terms and conditions of its contract dated February 5, 1951 
This contract assures the city of Hermann adequate electrical power at a reason- 
able rate and at the points of delivery and at the voltage our municipal distribution 
system requires. We have already expended $75,000 for our municipally owned 
distribution system which includes a White Way. The locally owned Missouri 
Power & Light Co. is energizing our White Way and other street lights but will 
not enter into a contract with us to energize the rest of our system. Therefore 
unless we can get a different source of power our distribution system will remain 
as it is, not in use. The power company is operating here without a franchis: 
The citizens have indicated by their votes that they want a municipal system, 
have voted the bonds in the amount of $75,000, and we are all ready to go as soon 
as we can energize our system; we cannot, however, depend on the power company 
for power. 

Our city has a population of approximately 2,500. I don’t believe there is 
any provision in the law for a vote authorizing the floating of bonds to construct 
lines through the country to get juice to Hermann. Further, if such were author 
ized, I wonder if the cost wouldn’t be prohibitive. I understand the survey for 
the line is completed but now comes the buying of the right-of-way. I know 
that the city would also run into difficulty right there, we would have more 
difficulty getting the right-of-way, and am sure we could not do so by condemna- 
tion. 

I understand that the SPA estimate for the line is $135,000, but if we would 
have to build, and hire a private contractor, the price would be much more 
If SPA cannot or will not supply us with power, then I am afraid, at least for 
the present, that our system will remain as it is, not energized. 

Finally and as a summary, there seems no provision in the law for constructing 
of a set of lines, ete., by a citv, I do net believe we could do so, further a further 
debt increase of $135,000 by the city would put us way above our legal limit of 
indebtedness. It is impossible because of the legal limit of indebtedness and the 
lack of authority by the legislature to construct a transmission line that we are 
completely at the merey of the power company. 

Very truly vours, 


R. W. Ocusner, Mayor. 
OFFICE OF THE TERRITORIES 
AuaskKA Pustic Works 
LETTER FROM SENATOR MAGNUSON 


Senator Haypen. I have received a letter from Senator Magnuson 
relative to Alaska public works, for consideration by the committee. 
It shall be made part of the record at this point. 

(The letter is as follows:) 


UNITED States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
May 26, 1951 
Hon. KENNETH McKELLAR, 
Appropriations Committee, Senate Office Building, 
Washington, D. C. 

Dear Senator McKe rar: At this time I must express to your committee the 
urgent need that exists for an adequate public works appropriation for Alaska. 
A $3,000,000 cut made in the publie works fund by the House of Representatives 
would be a serious hindrance to the defense effort. 

When Delegate Bartlett and I pushed the Alaska Public Works bill through the 
Congress 2 vears ago, we thought we were on the road to a solution to one of the 
most troublesome problems in Alaska—adequate public utilities; appropriations 
to implement the program authorized by the bill, however, have been niggardly. 


Ww! 


be 
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A $10,000,000 allocation for matching funds is decidedly necessary if housing 
nd other facilities are to be provided for the personnel needed in the great airfield 
and other defense improvements in the far north. 

Alaska is a keystone in the arch of security. Ever since I first came to the 
House of Representatives more than 14 vears ago I have advocated a well-rounded 

rogram. That’s why I sponsored the housing, the public works, and railroad 
bills for Alaska. The piecemeal program which has resulted from ‘‘too little’? on 
appropriations has slowed the growth and progress of the rich northland Territory. 

Alaska needs housing, public works, defense projects, transportation, roads, and 
1 thorough land survey. 

And Alaska also needs population 

The build-up in population in Alaska is being slowed and health is being en- 
langered in many instances because suitable public utilities are not available. 
We all know we can’t have housing without light, water and sewage disposal. 
And yet we are expecting the cities and communities of Alaska to provide housing 

for soldiers and airmen, and defense workmen, when the utilities are just not 
available because money is not available. 

I could cite many examples, but I will use Fairbanks at this point. Here is a 
ty where the Government is spending millions of dollars to help insure the 
efense of our continent from attack by any aggressor. 

And here is a city where builders lack the utilities which are an integral part of 
y development. The city must have matching funds if these utilities are to be 
lit. 

Through Public Law 264 of the Eighty-first Congress which became effective in 
igust 1949, the Congress brought to the people of Alaska a new hope for assist- 

ance in their constantly increasing problems in providing schools, water systems 
and various other public works. 

This law and subsequent appropriations have proved extremely beneficial to 
Alaska in that they have already provided urgently needed public works and 
competent legal, financial and engineering guidance, especially to those small but 
growing communities who do not have and as yet cannot afford the services of 
ngineering and financial personnel. 

Field surveys and examinations, which have been in progress since the enactment 

f Public Law 264, have developed a validated report and list of necessary public 
works which established beyond a doubt that additional schools and utilities must 
be constructed at once. This program is not a “handout” from the Federal 
Government but the assumption of a responsibility it owes to the territory. 
Public Law 264 is very popular in Alaska and the officials in the various cities, 
school districts and utility districts are constantly striving to put their financial 
houses in order so that they can participate and repay the required 50 percent of 
the total cost to the United States Treasury. 

It should be noted that the first project to be completed was a sewer system in 
the city of Juneau. Because Juneau is one of Alaska’s largest and oldest cities, 

city is repaying 50 percent to the Government in cash. Other communities 
nay require more time but they too will carry out their undertakings to pay their 

are. 

lhe program is now well under way. The requested appropriation is necessary 
permit the Alaska Public Works office to follow through and bring the requested 

1 badly needed projects to the cities who have been working in expectation of 

p under Publie Law 264 for many months. 

Military construction programs and operations together with the large housing 
grams they require are creating pressing problems, especially for additional 
hools and enlarged and safer water systems. It can readily be seen that the 

r-all scope of Government construction in Alaska compels the communities 

eek assistance in providing suitable publie works. 

{ny reduction in the amount of funds requested will delay the construction 
{ in many instances will result in actual physical hardship. In some areas 

there is already the threat of epidemic. 

\pproval of the amount requested will produce a minimum of the public works 
hich must accompany or keep pace with the over-all development. Any reduc- 
n even though seemingly small results in one or two fewer schools, one or two 

ns without a safe water supply. It is our responsibility to prevent this 
ippening, 

Sincerely, 


WarRREN G. Maanuson, United States Senate. 
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BONNEVILLE POWER ADMINISTRATION 


STATEMENT BY NORTHWEST PUBLIC POWER ASSOCIATION, INC. 


Senator Haypen. I have received from the Northwest Public Power 


Association, Inc., a letter in support of the full budget for the Bonne- 
ville Power Administration. It shall be made part of the record ai 
this point. 

(The statement is as follows:) 


Nortuwest Pusric Power Association INc., 
Vancouver, Wash., May 15, 1951. 
Senator Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator: The great distances and high costs prevent our sending a 
large delegation to appear before the Subcommittee on Interior Appropriations 
relative to loan funds and the operating budget of the Bonneville Power Adminis- 
tration. So in order to save the time of your busy committee and save us expense 
we hope you will consider our carefully prepared testimony as representing th 
viewpoint of 39 percent of the Pacific Northwest population which is served by 
public and cooperative power systems who purchase energy from BPA. 


RECOMMENDATIONS 


I. We recommend for BPA the President’s budget as submitted. We urge 
restoration of the $7,750,000 cut by the House. 

Il. We recommend elimination of the Jensen amendment which permits replace- 
ment of only 25 percent of the people who are drafted by the armed services, and 
so forth. We think that amendment violates sound principles of_ personne! 
administration and does not necessarily result in economy. 

III. Thirdly, we submit for your consideration several additional projects 
which we think the President should send up as amendments to the BPA budget 

Every cent appropriated for this power program is repaid to the United States 
Treasury with interest. No tax revenues are needed to finance this program. 

May we add our appreciation for the personal attention you and your committee 
have accorded this “wealth-producing”’ program in the past. 

Sincerely, 
Nortruwest Puritic Power ASsociAaTION. 
Gus Norwoop, FErecutive Secretary. 


STATEMENT oF Gus Norwoop, Executive Secretary, NORTHWEsT PuRLIC 
Power AssoctaTION, VANCOUVER, WASH. 


My name is Gus Norwood. TI serve as executive secretary of the Northwest 
Public Power Association consisting of public and cooperative electric systen 
which last year purchased $8,400,000 worth of electric power from the Bonnevill 
Power Administration, thus providing 27 percent of BPA revenue. Our member 
systems serve 39 percent of the population of the Pacific Northwest with elec- 
tricity. 

Since the wholesale power purchasers must pay for the substations, transmis 
sion lines, power features of the dams and all administrative, maintenance 
operation, interest, depreciation, amortization and other expense, our interest is 
to insure that the BPA budget is not too high and not too low. 

Fach year this office examines the detailed budget requests in order to deter 
mine that the proposed facilities will insure reliable flow of power from dam to 
load center, to insure that lines are scheduled so as to be completed just befor: 
load limits are reached and to insure over-all economy. Thus far, at least th 
past 4 years, we have not found any line requested in the President’s budget 
message for BPA which was premature or uneconomical. We could list several 
lines which have been under discussion but have had to be dropped or postponed 
because the economic feasibility was weak. 


LYON SUBSTATION 


The BPA 230,000-volt line from Detroit Dam to Goshem passes through Lyon 
which constitutes a logical load center for a 20,000-kilovolt-ampere substation 
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We have studied the alternatives of bringing power into Lyon by building new 
lower voltage facilities and our conclusion is that the cost of such facilities, the 
added maintenance and operating cost, the unwarranted line losses involving 
back feed or doubling back some 60-80 miles each way argue in favor of a sub- 
station from the 230,000-volt line. We therefore, recommend that Congress 
authorize the Lyon substation. 


MERIDIAN DAM LINE 


This 17-mile 115,000-volt line from Goshem substation to Meridian Dam has 
not been included on the basis that it could be deferred 1 year. Such delay would 
be justified from the standpoint of taking power from Meridian Dam. But the 
problem now is to get more construction power to the dam. Present facilities of 
the Lane County Electric Cooperative are loaded. Again, we think Congress 
should now authorize construction and leave to the Administrator the question of 
timing. In any case, the line must be built in 1953. ; 


FOREST GROVE-WHEELER 115,000-VOLT LINE 


Our first conferences on this line took place 2 years ago and our systems 
requested that construction begin in 1951. We concur that an emergency situa- 

mn does not exist, but we are asking for congressional approval now in order 
that the Tillamook Peoples Utility District and West Oregon Electric Coopera- 
ve, and eventually the Pacific Power & Light Co. at Seaside and Astoria cai 

in their facilities and order materials now for a completion date which ad- 

ttedly is 3 or 4 years away, although the Forest Grove-Timber section can be 
and should be energized in about 2 vears. The line must be built. The feasi- 
lity is good. The timing is not urgent but an appreciable economy exists to all 
concerned if the authorization is made now. 


WARDEN SUBSTATION 


A small 6,000 kilovolt-ampere station at Warden in the Columbia Basin 
project is part of the system plan for this rapidly growing area. It would serve the 
Grant County PUD and the Big Bend Electric Cooperative. Low-voltage lines 

Ww carry power great distances and with heavy line losses into this area when 
ill that is needed is a substation off the existing BPA 115,000-volt line. 


ORONDO SUBSTATION 


4 6,000 kilovolt-ampere substation has long been planned at Orondo on an 
xisting BPA 115,000-volt line. This area is now served inadequately by over- 
vaaded low-voltage lines on an uneconomic basis and with poor service. The 
Douglas County PUD area is growing rapidly incident to the construction of 
Chief Joseph Dam, 

BONNERS FERRY-TROY LINE 


The Bonners Ferry-Troy 115-kilovolt transmission line and the Troy sub- 
tation should be ineluded in the 1952 budget. ‘These facilities are needed to 
idequately serve the northwestern Montana area loads which include the Northern 
Lights, Ine., REA, the J. Neill’s Lumber Co., several forest industries, two mines, 
und an Army defense load. This line is also needed to supply construction power 
to Libby Dam when this facility is authorized. 


CONSTRUCTION POWER 


It is suggested that coincidental with the congressional approval for the con- 
struction of The Dalles, lee Harbor, Libby and Hells Canvon Dams by the Congress, 
that funds be made available to the Bonneville Power Administration for construe- 
ion of transmission lines and substations so as to provide construction power for 
hese projects as needed. 

DESIRABLE TIMING 


The recent history of the Bonneville Power Administration shows that if 
Congress has authorized a line or substation and the load growth permits post- 
poning the new facility, the administration revises its schedule and delays the 
nvestment. All of these items, and all are over and above the President’s budget, 
involve this question of timing. 
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The budget was made up before the Korean situation resulted in changing t 
aspects of the electric business, namely, load growth and, secondly, increasi: 
the delivery time on major electrical materials from 6 months or a year avai 
bility to 1 to 3 vears. In this uncertain delivery situation we think our reco 
mendations are incomplete. There are other facilities scheduled for future c 
struction where no doubt the contracts should be let now. 
In the 1948 and 1949 testimony of this association similar requests were ma 
for items over and above the President’s budget. Virtually all of these request: 
facilities have been or are being built. This fact attests to the integrity of o 
survey and study methods and their effectiveness in weeding out postponal 
facilities. If these additional facilities cannot be included in the regular budg: 
it is our view that a supplemental budget will be necessary. 
Congressional approval of the above items would have the great merit of faci 
tating the planning and scheduling by the retailing systems who must likewi 
order materials to connect with the above substations and transmission lin: 
We therefore urge the inclusion in the appropriations of funds for these facilitic- 
or for a limited yet flexible authority to the Administrator to order materials « 
these and similarly feasible facilities which will undoubtedly become evident th 
next year. | 
Senator Haypren. The committee will stand recessed until 2 o'clock | 
tomorrow afternoon. 
(Thereupon, at 4:10 p. m., Wednesday, May 30, 1951, the hearing 
recessed, to reconvene at 2 p. m., Thursday, May 31, 1951). 





